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Dont 


STAKE YOUR CAR AGAINST 
A WHIM OF THE WEATHER 


Use Eveready Prestone and play safe! This is the 
only product scientifically designed to keep automobile 
engines from freezing. It won’t freeze, and it won’t boil off! 

More than 1,500,000 wise motorists used Eveready 
Prestone last year. This year, fill up with Eveready Prestone, 


and forget all freezing danger! 


NATIONAL CARBON COMPANY, Inc. 


General Offices: New York, N. Y. 
Unit of Union Carbide O18 and Carbon Corporation 








€) POINTS OF SUPERIORITY 


- Gives complete protection. 

- Does not boil off. 

. Positively will not damage cooling- 
system. 

Will not heat-up a motor. 

. Circulates freely at the lowest operating 
temperatures. 

- Will not affect paint, varnish or lacquer 
finishes. 

- Non-inflammable and odorless. 
Prevents formation of rust in cooling- 
system. 

. Economical—one filling lasts all Winter. 


EVEREADY PRESTONE 











THEODORE GARY AND COMPANY 


’ KANSAS CITY, MISSOURI 


Ninety-Fourth Consecutive Quarteriy Dividend 
The regular quarterly dividend for quarter ending Decem- 
ber 31, 1931 of 40c per share on the No Par Preferred 
Stock his been declared payable January 1, 1932 to stock- 
holders of record as of the 16th day of December, 1931 
at 3 P. M. The usual dividend on the Common Stock has 
been declared payable January 1, 1932 to stockholders of 
record as of the 3lst day of December, 1931. 

(Signed) C. A. BENNETT, 
December 7, 1931 Senior Vice-President and Treasurer. 
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greatest fine 
car value 


$2395 


f.0. b. Auburn, Indiana 
Equipment other than standard at extra cost 


Prices Subject to Change Without Notice 


AUBURN AUTOMOBILE CO., AUBURN, INDIANA 
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Necessary 
Business Economics 
for Successful 

Investment 


by Oliver C. Cameron 


EVERY successful investor and 
trader consciously or sub- 
consciously uses the fundamental 
principles which are so clearly 
Sectsed in this important book. 
It sets forth the significance of 
supply and demand, under-pro- 
duction and over-production, the 
effect of good and bad crops, the 
ebb and flow of credit, and simi- 
lar factors which should help you 
to recognize the signs and take 
advantage of the trend to your 
material benefit. 


174 Pages. Illustrated with graphs 
and charts, replete with examples 
and suggestions. Richly bound in 
dark blue flexible imitation Mo- 


PARTIAL CONTENTS 


Economics the Science of Busi- 
ness——The Corporation’s Posi- 
tion.—Distribution and Exchange. 
—How Prices are Controlled.— 
The Most Important Element in 
Price-Making.—Various Types of 
Market. — Farmer, Merchant, 
Speculator—Principles of 
Money.—Credit and Banking.— 
Federal Reserve System.—Busi- 
ness and Stock Market Cycles.— 
Corporation Profits During Busi- 
ness Recovery.—Business Barom- 
eters and Trade Indicators.— 
Charts No Substitute for Judg- 
ment.—Types of Charts—Con- 
struction of Charts.—Assigning 
— to the Scale-—Sources of 
ata. 


$1.00 Postpaid 


Only a Limited Quantity Available 
at This Special Price 
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The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Enclosed is $1.00. Please send me a copy 
of “N Rusi E ies for Suc- 
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One of New York City’s Finest Rooms! 
THE SILVER GRILL 
For Private Entertaining 
Dinners e- and Dances 


at reasonable rates 


Write, or phone Wickersham 2-4400 
FRANK GREGSON, Manager 


HOTEL LEXINGTON 


LEXINGTON AVENUE at 48th STREET, NEW YORK CITY 


Direction of J. Leslie Kincaid 
American Hotels Corporation President 




















fh 


THe BacHe REvIEw 


Facts and Opinions Condensed 


Readers of the Review are invited to avail themselves 
of our facilities for information and advice on 
stocks and bonds, and their inquiries will receive our 
careful attention, without obligation to the correspond- 
ent. In writing please mention ‘The Bache Review. 


Sent for three months, without charge 


J. S. Bacue & Co. 


Members New York Stock Exchange 
42 Broadway New York 
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HE SALVATION ARMY 


has over two thousand centers, 
always open, with a welcome 
for the poor and distressed. In 
normal times these outposts of 
social welfare minister to the limit of 
their capacity. During the past year 
the work of helping and healing has in- 
creased almost beyond calculation. Men 
and women who never before knew pov- 
erty have been added to the ranks of 
the hungry. Ashamed, bewildered, they 
have sought the aid and advice of The 
Salvation Army. Thousands of homes 
have been saved from ruin. The unem- 
ployed have been fed and clothed, turn- 
ing a menace to society into an asset. 





cAn Even Larger “Program is 
Demanded Chis ‘Winter 


The contribution of The Salva- 
tion Army to the solution of the un- 
employment problem in national 
emergency relief, Christmas baskets, 
family welfare and a dozen other 
forms of assistance, will cost over 
$4,000,000. 


We ‘Rely on Our Griends to 
Give Us Ghat cAmount 


HOW MUCH WILL YOU GIVE ? 


Mail your contribution today to 


ae wa 
Commander Evangeline Booth 


NATIONAL HEADQUARTERS of 
THE SALVATION ARMY 
120 West Fourteenth Street 
New York, N. Y. 
*, if you prefer, to your local resident 
oficer. Gifts may be allocated to any 
specific purpose or district. 
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EIGHT DECADES 
OF EXPANSION 


1852-1932 


Since the first Associated proper- 
ties began operating 80 years ago, 


there have been a dozen depres- 




















sions, including those of 1857, 
1883, 1893, 1907 and 1921. Yet, 
so vigorous has been the growth of 
the gas and electric industries and 
so steady the demand for their serv- 
ices that each dull period has been 
followed by progress unmatched 
before. 

Progress in the Associated Sys- 
tem has been especially rapid since 
1920. In these years the number of 
customers increased from 682,469 
to 1,442,106; gross earnings from 
$51,164,774 to $111,180,063, and 
number of security holders from 
121 to 231,055. 


For information about facilities, service, or rates, write 


Associated Gas & Electric System 


61 Broadway 


New York 




















E extend the facilities of our 

organization to those desiring 

information or reports on companies 
with which we are identified. 


Electric Bond and 
Share Company 


Two Rector Street 
New York 

















Telephone Bond and Share 
Company 


Kansas City, Misscuri 


The regular quarterly dividends of 
$1.75 per share on the 7% First 
Preferred Stock, $1.00 per share 
on the Participating Preferred 
Stock, and dividends on the Class 
A Common Stock, payable either 
in stock at the rate of 1/50th of 
one share or in cash at the rate 
of 60c per share, will be paid on 
January 15. 1932, to stockholders 
of record on December 21, 1931 at 
3:00 o'clock P. M. 

V. BE, CHANEY, 


Vice-President and Treasurer, 
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At a Glance! Rating and F nancial 
Position of 1600 Listed Stocks 


THAT sounds like a big contract but thousands of other subscribers now know it. And 
here’s how you too can know each month at a glance the rating and financial position 
of 1600 listed stocks before you buy and after you buy. You are impressed by the favor- 
able financial position, earnings comparison and prospects of one or several selected 
companies discussed say in this number of The Magazine of Wall Street. But right 
now may not be the best time to buy the particular stock or stocks which appeal to 
you. How can you keep a close check on your selections while waiting for the more 
favorable buying opportunity? Also how can you keep watch every month for any 
promising or unfavorable developments affecting the stocks you now hold? You can 
do both simply by consulting for a few minutes each month our supplementary Statis- 
tical and Rating Service—‘ADJUSTABLE STOCK RATINGS.” 


Pocket Ss Ya Facts You Need About Stocks 
Monthly Y ~. Which You Hold or Plan to Buy 


What are the Per-Share Earnings compared? 
What companies show no promise of early recovery? 
What are the danger signals, if any, on your holdings? 
What industries are going ahead—which ones declining? 
Which companies offer sound profit outlook? 
What lines of business are represented by your stocks? 
What are the Ticker Symbols of 1600 leading stocks? 
What are the High and Low Market Prices for 1930 and 1931? bate ts 
What is the Funded Debt of each company? of it 
What is Expert Rating on each stock? but f 
A Brief Statis- What is the Par Value of each stock? simist 
tical Review and What are the Dividend Rates and Dates, and Record Dates? sion 
Expert Rating of What are the Recent Stock Split-ups or Stock Dividends? less 
Over 1600 Listed . has r 
Securttioe— What is the present status or outlook? than 
Alphabetically Ar- Where (on what Exchange) is each stock listed? point 


ranged. 


All These Investment Questions Answered In This 
Monthly Guide—“ADJUSTABLE STOCK RATINGS” 


Here at a glance you get the rating, essential statistics, current developments, and outlook on more 

than 1600 securities—including every stock listed on The New York Stock Exchange, the important 

Curb Market Securities and Bank and Insurance Stocks. Financial positions are being strengthened 

through increased operating efficiency. Improvement in Earnings account is showing up in spots 

despite a decrease in gross. To recognize your big investment opportunity, to be ready for the turn, 
when it comes, you want all the vital information we here place within your reach. 
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SPECIAL 
The Magazine of Wall Street, 
COMBINATION OFFER 42 Broadway, New York, N. Y. 


(1) Adjustable Stock Ratings 


1 year (12 issues) 


(2) The Magazine of Wall Street 


1 year (26 issues) 


Enclosed find $9.00 in full payment for limited special combination offer in 
this coupon, at the left. 


(3 Free Personal Advice on Any Listed Stocks 
Through Personal Service Department 


ALL FOR ONLY 89.00 


Same Combination Two Years for $15.00 
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We Can View 1932 With 


UNIVERSAL sigh of relief will 
A speed the year now closing. It 

has been a trying period for 
everyone. About the best that can be 
said for 1931 is that it has served to 
bring us twelve months nearer to re- 
covery. Now we are on the threshold 
of anew year. It is true we cannot 
welcome its advent as necessarily sym- 
bolic of a return to high prosperity. 
Economic ills as severe and world-wide 
as those prevailing are not susceptible 
to quick or spectacular cure. Recovery 
must be slow if it is to be sustained. 

There is, however, ample justifica- 
tion for viewing next year with 
equanimity. Let us brush aside rumor 
which has run rampant, supplant fear 
with courage and face the facts. 

The threat of foreign difficulties has 
been one of the most disquieting fac- 
tors in 1931, and is not entirely robbed 
of its adverse potentialities for 1932; 
but prospects are not as dire as pes- 
simists have painted them. Apprehen- 
sion concerning Germany’s collapse is 
less warranted. Her internal position 
has recently been shown to be stronger 
than she has admitted. From the stand- 
point of her future credit she cannot 
afford to permit collapse or repudiation. 

England is going through the diffi- 
cult process of allowing her currency 


Confidence 


to seek its own level. Her tariff newly 
created barriers may cost us some world 
trade but a judicious handling of our 
own tariff—particularly in the fixing 
of our values on the basis of costs of 
merchandise laid down here rather than 
on the value in the exporting country, 
will prove a potent offset not only to 
British but other tariff assaults on our 
foreign commerce. 

There is little to fear in the number 
of national departures from the gold 
standard. Even the possibility of our 
own defection, on the grounds of ex- 
pediency rather than necessity, may be 
viewed with calmness. Gold will re- 
main the measurement of world values. 

When we come to examine the pros- 
pects for our domestic affairs in 1932 
there are many reasons for confidence. 
It is true that 1932 will be a presiden- 
tial year but this need not prove a re- 
tarding factor in business. No great 
alteration of national policy is probable 
or even possible whether we switch par- 
ties or not. Congressional investiga- 
tions may prove annoying but legisla- 
tion will in the main favor rather than 
hinder business by a liberalization of 
unwarranted restriction. Deflation has, 
in large measure, run its course except 
in taxes and real estate. We are now 
in process of adjusting costs to new 


levels and stopping the leaks and wastes 
in both production and distribution. 

We have huge potentialities in our 
home markets once these adjustments 
are completed. One hundred and 
twenty million people represent huge 
business volume for trade and industry 
when they are on a bare replacement 
basis as currently. With any expan- 
sion in their wants the gain will be im- 
mediate and widespread. 

And here is something to think about 
in this connection. If we are to accel- 
erate the pace of business most effec- 
tively we must preserve home markets 
for ourselves! Competition of foreign 
goods is increasing in our own stores 
and shops, despite tariff barriers. It is 
time we took a leaf out of Great 
Britain’s book to “buy British goods 
only.” If we ignore low-priced for- 
eign merchandise it will foster our own 
industrial production and speed the re- 
turn of prosperity. It will solve the 
problem of unemployment. Buy 
American made goods and put every 
man back on the job! It is a sound 
slogan for domestic recovery. If every- 
one followed that practice the new year 
could be viewed not only with equanim- 
ity but with high rejoicing and the 
United States would rapidly lead the 
way out of depression. 








In the Next Issue 


Ten Outstanding Investments for 1932 


Advice When to Buy Them and When to Sell Will Be 
Given in the Market Outlook in this and Subsequent Issues. 


What’s Ahead for Business? 


The Outlook for the Forepart of the New Year 


By RONALD P. HARTWELL 


Need We Fear the Passing of the Gold Standard? 


By THEODORE M. KNAPPEN 








DECEMBER 26, 1931 








We Like Nothing Better Than to 
Shoulder Your Worries 


NVESTORS come to us daily who are worried, some almost 
despondent. In some cases this anxiety is justified, in others it is 
purely pessimism. But regardless of the cause we are glad to assume 
your troubles—to first make them ours and to then obliterate them. 


This is part of the job that we have been doing so well for 
investors during this entire depression, a job on which we have brought 
to bear a great deal of common sense, an unusually practical plan, a 
highly specialized knowledge, and twenty-four years of experience. 


To appreciate the value of our counsel at this time, you must 
understand that our service does not merely consist of recommending 
securities. Many investors seem to feel that investment supervision 
can be of no value because they do not wish to buy securities and 
because those which they hold have seriously depreciated. After you 
have permitted us to explain to you the work of the Investment Man- 
agement Service this misapprehension will no longer exist — for our 
counsel is most necessary when your investment affairs are at lowest 


ebb. 


By sending us the coupon below you will get nothing free except 
an explanation of how we can help you to solve your own particular 
investment problems—how we can assist you to conserve your capital 
and to accomplish your investment objective most safely and rapidly— 
but this explanation is well worth the slight trouble of sending us the 
information requested on the coupon. 


You owe it to yourself to learn what expert investment supervision can do for 
you right now—under present critical conditions. Mail this coupon today. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service 
42 Broadway, New York, N. Y. 


Gentlemen: 

I am enclosing herewith my list of holdings. Kindly study this list and tell me, by mail, how your 
service would help me solve my investment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 


City and State 
My present investment capital, in addition te the securities listed, is approximately $ 
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Business Trend 


Congressional Bad Taste—Nothing to Fear—Deflation to 
the Bitter End—Painless T axation—Who Should Pay?—Save 
the Railroads— Back to Banking—The Market Prospect 


on our government that 
business should heave a 
sigh of relief when Congress adjourns and immediately 
feel itself on tenterhooks as to what will happen next 
when our national legislators convene. Yet such is the 
fact. Such apprehension as obviously prevails at pres- 
ent, moreover, is not untinged with disgust and chagrin 
when such debate as that recently surrounding the 
ratification of the moratorium takes place before the 
eyes of the world. Regardless of political faith, one 
cannot but feel the unfairness as well as the execrable 
bad taste of such a vilifying attack as that directed 
against the action of the President in his proposal. 
Without attempting a defense of Mr. Hoover, it must 
be apparent that he was exercising no more than the 
just prerogatives of his office in dealing with an emerg- 
ency in the absence of Congress when he proposed the 
moratorium. He went further, however, and consulted 
a fair proportion of the members of both houses. On 
the basis of fairness and consistency his action should 
therefore be upheld. Instead he has been subjected to 
charges that have in nowise been substantiated. 
Fortunately the saner minds on the subject of in- 
ternational debts predominate in Congress and belated 


BAD TASTE 


CONGRESSIONAL [' is a tragic commentary 


ratification by both houses is indicated. The advocates 
of full settlement of international debts, with whom 
we heartily concur, realize the merit of suspension 
during a period when the level of commodity prices 
and exchange would make payment unduly onerous 
even if the currently insoluble problem of transfers did 
not make them impossible. The chances are that not 
only will this Congress be called upon to ratify the 
moratorium but it is also conceivable that they may be 
faced with the sanction of its extension despite the de- 
nial of such intent attached to the bill. Let us hope 
that the wild-eyed legislators can be sufficiently re- 
strained so it may be done in somewhat better taste 
than that which has characterized recent discussion. 


=~ 


ENTY-SIX nations have now 
abandoned the gold standard in 
effect, whatever the degree and 
the method. Japan is the last and next to England the 
greatest: of the dissenters from financial orthodoxy. 
Practically, the gold standard area of the world is that 
of France and the United States. The thing has be- 
come too common to worry anybody any more. After 
all, it is only five or six years since the United States 


NOTHING 
TO FEAR 
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was the only strictly gold standard nation in the world, 
the war having knocked all other nations out of the 
column. Even France did not return fully to the gold 
standard until 1928. Nothing that can now happen 
in the way of further secession from gold can harm the 
United States. Anything that happens hereafter as a 
result of the flight from gold must be to our benefit. 
Until the world as a whole establishes some non- 
metallic money standard gold will remain the inter- 
national monetary yardstick, even if every nation were 
individually off the standard. France could abandon 
gold without hurting us much, except momentarily. 
Unique in the world as a gold nation we soon would 
be the predominant financial center of the world. 
Even if we should elect to join the procession and go 
off the gold standard ourselves, our dollar would still 
be the best money in the world. 


~~ 
DEFLATION TO THE OR the time being 
BITTER END Herr Bruening is the 
big boss of Ger- 


many, politically and industrially. He out-Hitlers 
Hitler and steals half of the would-be dictator's poten- 
tial thunder when he arbitrarily lowers prices and 
wages and fixes profits. If deflation is the cure of 
starved business the sooner a nation gets it the better. 
Germany will get it quick now. We shall have an 
object lesson in the theory that when a nation is bled 
white the cure is some more blood-letting. For hun- 
dreds of years doctors treated sick men on that prin- 
ciple, and most of them got well, 

despite it. Which caused the doctors 

to affirm that they were right. If 

Germany survives, some of our eco- 

nomic doctors will solemnly demand 

that we take the same treatment. If 

she does not, they will say that she 

delayed too long to take the indicated 

treatment, and that we had better 

hurry up. But, alas, we have no dic- 

tator and cannot hurry. We fear 

that the United States will have to be 

permitted to recover without such 

form of deflation. 
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PAINLESS N periods of hard times merchants 
TAXATION cut profits, and prices. Similarly 

governments should cut their 
profits—which are wasteful and extravagant expendi- 
tures; and their prices—which are taxes. 

Actually, since the reduction of taxes at such a time 
involves borrowing to pay running expenses, govern- 
ments, if prudent, increase taxation. ‘That is proper, 
within limitations; but it is a short-sighted policy in 
a time of contracting business for a nation with 
abundant credit to attempt to make up a large tempo- 
rary deficit from taxes all at once. Our Federal gov- 
ernment credit is not in the least affected by the 
budgetary deficit; consequently there is no need for 
drastic taxation as a means of maintaining credit and 


thereby exerting a reassuring effect on public opinion. 
Our situation is quite different from that of England, 
which needed to furbish up its credit in order to save 
the pound. The dollar stands firm. 

Our emphasis should be on reduction of public ex- 
penditures. But the degree to which the Federal gov- 
ernment can speedily reduce outgo is not great, short 
of a general statutory overhauling of the whole struc- 
ture of government and the sweeping away of a vast 
number of functions that have been taken on over a 
long period of years. Moreover, it is the state and 
local governments rather than Uncle Sam which have 
run amuck in wasteful spending and crushing taxation. 
Retribution is overtaking them and fiscal dieting is 
working a cure for governmental obesity. 

We can’t reduce the amount of veteran relief, which 
is about a quarter of our total national budget. We 
could, but we will not, under present circumstances, 
reduce the army and navy any further than the budget 
has already slashed them. At the best we could not at 
once greatly reduce the billion a year we are expending 
on public works; no Congress will vote to decrease em- 
ployment in these times, and that is what a reduction 
of public works means. On the contrary, it is certain 
that Congress will favor some if not a great increase 
of such expenditures in order to relieve unemployment. 
We could, and may, defer the regular amortization of 
the public debt, but interest on the debt must be paid. 

About all that is left for pruning is the $400,000,- 
000 of running expenses. Obviously, no great amount 
can be saved here, even by the severest measures; but 
salaries should be reduced in line with private salary 

wage reductions. Not only economy 
but social fairness and economic 
equalization require it. The Presi- 
dent and the Secretary of the Treas- 
ury purpose to make up the deficit 
during the next two fiscal years by 
new or increased taxation which will 
yield something over $900 million a 
year. In other words, it is proposed 
to find ways to extract from the pub- 
lic about as much as it has been fail- 
ing to pay because of curtailed busi- 
ness and income. ‘That, in our 
opinion, is too heavy a burden to 
place on the shoulders of staggering 
business. It would be better to re- 
sort in part to short-time loans and 
let business make up the deficit when times are better. 
What the country needs right now is every possible 
dollar kept in production and distribution. We are 
morally bound to and must economize but we cannot 
afford to distress business in order to do it. Taxation 
that reduces the source of income is destructive. An 
increase of taxes amounting to 400 or 500 million dol- 
lars would be enough. 

As to the methods of increasing taxation they should 
be in line with the maxim of that old-time statesman 
who said that taxes should be extracted with a mini- 
mum of squawking on the part of the tax fowl whose 
feathers are being plucked out. It seems to us that 
the Treasury program conforms in the main to that 
rule. In géneral it proposes to get the money from 
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those who can most easily spare it. We see no objec- 
tion to increasing personal income taxes in the moderate 
degree proposed. But there should be no increase of 
the corporation income tax rate. 

We repeat that our position is not comparable to 
that of nations whose credit can be preserved only by 
balancing their budgets through heavy taxation. They 
have no choice. We have. For us to choose what 
they cannot escape is only to make our situation worse. 


— 


WHO SHOULD HICH is 
PAY? \\) more im- 

portant 
to us, the tax burden of the younger 
generation in Germany or in the 
United States? Which shall be 
saddled with the debts incurred as a 
result of the World War? One or 
the other must bear the load for if 
the Hitler doctrine of repudiation 
prevails the onus falls on the present 
and future taxpayers in this country. 
The choice is inescapable in view of 
the certainty that Europe’s debt to us 
will be uncollectible if German reparations are can- 
celled or repudiated. The recent Senate investigation 
has shown our view to be too much concerned with 
reactions abroad rather than those at home. A banker 
witness gave it as his opinion that repudiation of 
reparations was inevitable on the ground that 
thousands of the rising generation of Germans, who 
were unborn or too young to have taken any part in 
the war, disclaim any responsibility and would never 
accept the debt yoke agreed to by their fathers. That 
witness, however, did not consider the same generation 
in the United States and the taxes to which they would 
inevitably be subjected in the event of repudiation or 
cancellation. But it is this phase of the question we 
must consider. If Germany has given no thought to 
teaching the high obligation of international indebt- 
edness, once it is assumed, that is her problem and she 
must solve it; however much as she might like to con- 
serve her resources and strengthen her world credit 
by giving priority to private debts. The responsibil- 
ity of our leaders in government and finance is ob- 
viously first to the citizen taxpayers of the United 
States, present and future. 


— 


RAILROADS! of democracy are appallingly 
slow and cumbersome. Con- 
sider the plight of the railroads. Their credit is at the 
breaking point, as reflected in distressingly low quota- 
tions for railroad bonds. This condition, impairing 
the liquidity of the largest institutional investors, is un- 
questionably the focal point of acute weakness in the 
financial markets generally. Yet what is being done 
about it? 
Months have been wasted while the carriers listened 
to the fatuous political plea to “maintain American 
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wage standards.” As a result we now see the fantastic 
spectacle of the railroads, alone among the depressed 
major industries, continuing to pay boom era wages, 
although the cost of living has declined by approxi- 
mately 15 per cent. 

After protracted study the Interstate Commerce 
Commission has granted a slight measure of relief 
through higher freight rates, the economic wisdom 
of which is open to grave doubt. The only sound, 

direct remedy, not only necessary but 
amply justified by economic con- 
ditions, is wage readjustment. We 
approach this with the utmost circum- 
locution. Under the existing work- 
ing agreement, it is a matter of 
lengthy negotiation, although all 
parties are fully aware that if the 
country could be run for twenty-four 
hours by an intelligent dictator, rail 
wages would be cut at least 10 per 
cent overnight. 
The saving thus effected would 
approximate $150,000,000 a year. 
Since total fixed charges are only 
$500,000,000 a year and the major 
part of this sum is covered even by 
present earning power, it is obvious that the margin of 
safety which can be restored by a moderate wage re- 
vision would do more than anything else to rehabilitate 
railroad credit. We can only pray that the present 
negotiations will be satisfactorily concluded in a matter 
of weeks, rather than months. 


——, 


BACK TO NE by one, larger banks are rid- 
BANKING QO ding themselves of their security 

affiliates, so profitable during the 
late speculative spree, so out of favor now. In this 
radical departure from the first principles of sound, 
commercial banking there was never any merit. A 
bank’s primary obligation is to its depositors. Its own 
profits should be secondary. What it has to sell is 
service, judgment and character. When it uses reputa- 
tion to further the sale of securities, which can never 
be entirely free of speculative risk, it is departing from 
its proper sphere and risking loss of that reputation. 
It is not at all unlikely that some part of the public’s 
loss of confidence in the banks is traceable to affiliated 
security operations. Only through a return to con- 
servative commercial banking will that confidence be 
restored. Banks which do not see the handwriting on 
the wall are merely inviting Congress and state legisla- 
ture to point it out to them. 


~~ 


PROSPECT advice will be found in the 
discussion of the prospective 
trend of the market on page 254. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, December 21, 1931. 
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Market’s Downswing Enhances 
Opportunity 


Low Prices Made 


Under Year-End Influences 


Provide Favorable Base for Early 1932 Upturn 


By A. T. MILier 
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ESPITE the extremely 
D fast rally which began 
on December 18, it is 
probably the part of wisdom 
to regard the stock market as 
continuing the process of 
rounding out a bottom, either 
intermediate or permanent, 
and thus establishing a sea- 
sonal and technical base justi- 
fying some degree of improve- 
ment in the forepart of the 
new year. 
Recent market action has 
been closely in line with the 
forecast made in our previous 


recovery. 


“A secondary reaction almost undoubtedly 
will occur, probably before this article is pub- 
lished. It will afford an interesting test of the 
actual market position, for if it stops short of 
the recent lows, as there is reason to believe it 
will, that performance would justify consider- 
able optimism as to the prospect of a spring 
Such a movement would afford an 
opportunity for use of reserve buying power.” 


our original advice began 
scale-down accumulation when 
the market had reacted 10 per 
cent from the October 5 levels 
and hence should have accom- 
plished a worthwhile amount 
of buying in the several days 
preceding the current rally. 
Although it is doubtful that 
the closing days of December 
will see new low prices, those 
who have substantial profits 
may consider it worth while 
to protect themselves with 
mental stop-loss orders. 








issue. We expressed the 
opinion that, so far as the 
near-term outlook is concerned, the worst probably would 
be seen in December and that the year-end period of un- 
settlement offered an unusual opportunity for discriminat- 
ing scale-down investment. 

We recommended twenty-four stocks, all of which can 
be examined again, if the reader desires, in the annual re- 
investment guide published in this issue. Our advice was 
coupled with the definite warning that impetuous action on 
the part of buyers would be unwise. We stated that if the 
early December trading range, which still prevailed at the 
time our recommendation was made, should be broken, re- 
action probably could be expected to carry average stock 
prices down from 10 per cent to 20 per cent under the 
levels of October 5, the previous bear market bottom. 

That opinion appears at this writing to have been sub- 
stantially justified. As compared with the October 5 price 
line, industrial stocks declined approximately 13 per cent 
before rallying. Utilities declined 11 per cent. Rails, 
which were the first to break to new lows, extended their 
reaction to a point 28 per cent under the October 5 line. 

We stand upon the advice previously given, but with the 
necessary modification that should recent rallying tend- 
eficies be carried too far in the immediate future, technical 
recovery in the early months of 1932 probably will be pro- 
portionately restricted, in which event the market would 
have to depend very largely upon actual business develop- 
ments for support. While the improvement evident at this 
writing conforms to our point of view, it is perhaps worth 
while to remind potential buyers that one rally does not 
make a bull market and that the time has not yet come 
to abandon caution in making commitments. 
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A secondary reaction al- 
most undoubtedly will occur,’ 
probably before this article is published. It will afford 
an interesting test of the actual market position, for if it 
stops-short of the recent lows, as there is reason to believe 
it will, that performance would justify considerable 
optimism as to the prospect of a spring rally. Moreover, 
such a’ movement would afford an opportunity for use of 
reserve buying power. We believe it will prove preferable 
to take the chance of awaiting it, rather than to lose 
patience and reach for stocks when a rapid rally is in 
progress. 

It appears increasingly improbable that the ultimate bot- 
tom will be marked by a selling climax.. It is still possible 
that, at prices moderately above the lows, a slow bottom 
will be completed in a narrow trading range lasting a few 
weeks or longer. 

It would be absurd, of course, to contend that the mere 
turning from one year into another must necessarily mark 
the clearing away of the basic causes of depression. We 
advance no such view. But the fact is that our basic diffi- 
culties have been in process of adjustment for more than 
two years and that progress in this respect has been notably 
rapid and thorough in recent months. 

The fundamental turn occurs over a period of months 
and is not recognizable at any given time, but the founda- 
tion for a turn has been made. Its translation into higher 
stock prices may be dictated by technical and seasonal, or 
otherwise extraneous, factors, not related to immediate 
business developinents. The turn, indeed, is more psy- 
chological than factual in its market effect. 

While underlying depression is the general cause of low 


‘stock prices, intermediate and secondary factors from time 
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to time assume control of the movement. We believe this 
is the case at present. 

One of the most important sources of pressure and of 
pessimism is the insistent liquidation of investments and of 
collateral loans by the banks. This movement is a continu- 
ation of their effort to attain maximum liquidity but there 
is reason to believe that it is exaggerated by the normal 
seasonal impulse at this time of the year to clean up old 
accounts and to make the best possible showing as to 
liquidity in the December 31 statements. 

Similar motives are inspiring a substantial volume of 
selling by the investment trusts. In addition, there is an 
undoubtedly heavy total of “tax selling.” The completion 
of these year-end adjustments should quickly relieve the 
market of an important part of the weight it has been 
called upon to bear. 


Year-End Factors 


Where the market trend has been generally downward, 
it is a familiar phenomenon for December to accentuate 
the movement, both because of special year-end factors and 
because of psychological conditions. December, 1930, was 
a perfect example of this and was quickly followed by rally. 
It is the season of minimum business activity. Holiday 
buying has been done and buying for the new year is de- 
layed by the desire to hold inventories down for year- 
end balance sheet showing. 

This period finds business activity dipping even below 
the depression level to a point actually under the country’s 
subsistence level. It is reflected in an operating rate of less 
than 25 per cent of capacity in the steel mills. Although 
of no real significance, this lull can scarcely fail to dampen 
public confidence and to limit the demand for securities. 

On the other hand, it carries its own compensation; for 
after such a dip there is an inevitable rebound, whether 
amounting to the start of gen- 
uine recovery or not. The 
seasonal trend will turn up- 
ward shortly after the first of 
January and, however modest, 
visible gains week after week in 
steel operations, automobile pro- 
duction and other industrial in- 
dices will lend some aid to senti- 
ment. This is also the period of 
seasonal increase in bank failures, 
one of the most disturbing ele- 
ments in the market. A recent 
series of failures in the Boston 
area has served to focus public 
attention upon it again, yet the 
increase in insolvencies for the 
country as a whole appears at 
this writing to be very moderate 
and in no way threatens to match 
the gloomy record of early Octo- 
ber, which apparently has gone 
down in financial history as the 
peak of the movement. 

Moreover, the real significance 
of the banking failures which 
have occurred and of the tremen- 
dous banking liquidation which 
has taken place is that it has 
placed the general banking struc- 
ture of the country in the strong- 
est position in many years. It 
would take only a moderate 
change of psychology, supported 
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by even small business gains, for the public to awake to a 
realization of this fact. 

Indeed, there is evidence that public confidence in the 
banks is already on the mend, as shown by a decided check 
in the recent tendency toward hoarding of currency. If 
the present position can be maintained into the new year, 
the next step should be the beginning of an important 
return flow of funds. 


The Bond Market 


Nothing is so completely shattering to stock market 
nerves as acute weakness in the bond market, for many 
security buyers hold to the old tradition that improvement 
in bonds should precede that in stocks. Admittedly, the 
bond market recently has been a startling spectacle. Sound, 
representative issues declined 12 or 13 per cent since Octo- 
ber and there have been far sharper losses in the more 
speculative issues. In some sessions bond losses have been 
much wider than those in stocks. 

Tt is well to bear in mind, however, that this is largely 
due to purely technical market factors. Unlike the stock 
market, there is no active trading interest in bonds and no 
short account.. The result is greatly to widen the range 
of fluctuation. The trouble with the bond market is not 
so much a heavy volume of liquidation—for it is by no 
means as heavy as some of the recent declines would seem 
to imply—but a lack of confident demand. 

Under existing conditions bond prices are not an accurate 
reflection of real values. The normal banking demand for 
soundly priced investments is absent because the banks feel 
impelled to keep in liquid condition. For the same reason 
some banks are continuing to liquidate bonds. The result 
is that a market order to sell $5,000 or $10,000 worth of a 
particular bond will not infrequently break the price by 
anything from 1 to 10 points before a bid is encountered. 

To regard such a market as 
soberly reflecting investment facts 
would be absurd. It is abnor- 
mally “thin” and hence is readily 
responsive to changes in supply 
and demand. Just as it went 
down in_ sensational fashion, 
rather than in the sedate manner 
usually expected of bonds, im- 
provement is equally sensational 
on the present rally. Thus, the 
ancient tradition should not be 
respected too slavishly. 

Foreign troubles, particularly 
fears of a collapse in Germany, 
continue to hang ominously over 
the market, but there is such a 
thing as a threat persisting so 
long that it wears itself out. We 
are getting used to this one and 
it becomes less and less a possible 
factor of wunsettlement. Since 
Germany has not collapsed after 
weeks of threatening to do so, it 
would not be surprising if she 
rode out the storm. The Ger- 
man export balance is favorable, 
strengthening her position month 
by month, and she has strong rea- 
son to carry on at least until a 
settlement of the reparations ne- 
gotiations can be arrived at. 
Meanwhile, as the world gets 

(Please turn to page 306) 
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q The trade of the United States is 90% domestic and 10% 


foreign. 


q Which is more important to preserve? 


World Caught in a Tariff Maze 


By THropore M. KNApPEN 





protection in the British elec- 





N American manufac- 
A turer stood before the 

U. S. Tariff Commis- 
sion not long ago and said: 

“We have acquired a 
branch factory in Germany. 
We desire to favor our home 
country in every possible 
way but we want to be frank 
with you. Unless you can 
give our industry a fair tariff 
protection we shall be com- 
pelled to market the products 
of our German plant in the 
United States.” 

This man bought a Ger- 
man plant because produc- 
tion costs were so high in the 
United States that he was 
losing his foreign markets. 
Now, he says, he will lose 
his home market to the Ger- 


Netherlands 
United Kingdom 
United States 


Tariffs of Leading Countries 


*Average Ad Valorem Tariff Equivalents 
Percentage 


* This table expresses the percentage relations of the amount 
of duties collected to the total value of imports. The percent- 
ages would be much higher if the values of free goods were 
left out, particularly in the cases of countries like France and 
the United States, which have high protective duties on many 
articles and at the same time extensive free lists, 


tions of last October. But 
long before the present time, 
some 2,000 American 
branches of various kinds had 
been established the world 
16.5 around. 
44 There is thus being built 
26.8 (1928) 27.2 up a great American indus- 
20.0 trial interest that is becoming 
8.7 practically indifferent to the 
11.7 preservation of the American 
15.4 system of tariff protection. 
7.3 If the tariff is high enough 
2.4 these manufacturers who be- 
12.6 stride the world will continue 
14.8 to manufacture here for the 
home market. If it is not 
high enough they will bring 
in their foreign made goods. 
But in any event they will 
supply their world markets 
from their foreign plants. 


Percentage 
in 1980 














mans unless—additional pro- 








duction not being accorded 
—he brings his German 
goods to the market now supplied by his. home plant. 

On the other hand, plaintive representations have been 
made to the Commission that aliens have come into the 
United States in order to get inside our tariff walls, and 
have established businesses that are taking home markets 
away from citizens. 

And yet, parenthetically, our foreign friends think that 
our tariff system is purely offensive, avaricious and hostile, 
whereas, like theirs, it is intended for domestic welfare— 
not for foreign injury—and they have other protective 
devices and policies that we have not. Altogether, other 
nations, it will be found, are quite as protective as the 
United States, although the methods may vary. 

We have created the world’s greatest industrial manu- 
facturing capacity, thanks largely to our system of tariff 
protection. But now this colossus, being shut out of many 
foreign markets by high tariffs there, sends its branches 
to all parts of the world, and stands ready, based on them, 
to send the products of American capital and management 
and cheap foreign labor throughout the world and even 
back into the United States. Such branches are eating into 
our export trade and even threaten domestic trade. 

Hundreds of Amer'can branches have been established 
_ in Canada since the adoption of the new Canadian tariff 
and upwards of a hundred American companies have un- 
dertaken the erection or purchase of factories in Britain 
since the last great champion of free trade went over to 
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This is stated not as a criti- 
cism, but merely as an im- 
portant and, perhaps, portentous fact. 

It is true that as yet the amount of goods entering the 
United States from American owned foreign factories is 
not large. But the threat is plain. It is more than a threat 
in the case of raw materials from American owned foreign 
properties. Manganese, iron ore, petroleum and copper are 
pouring into the United States from American mines 
abroad. Lumber, pulp, and paper come in’from American 
mills across the frontiers. Refined petroleum products are 
flowing here in large quantities from our expatriated 
American industries, and Cuban sugar is mostly American 
in productive ownership. 

It is already notorious that some of our greatest Ameri- 
can industries, the very ones which a generation ago led 
the fight for high and higher tariffs, are now indifferent 
to the whole tariff problem or have become warm advocates 
of lower tariffs. 

While foreign market concern has thus driven a wedge 
into the ranks of American tariff protectionists an even 
more serious division of American economic loyalty has 
been caused by the penetration of American capital into 
every quarter of the world. Outside of our direct invest- 
ment abroad, approximately 7 billions of American dollars 
have been invested in the securities of foreign corporations 
and governments. Billions of dollars’ worth of these securi- 
ties have been distributed to banks, individuals, trustees and, 
investment trusts throughout the country. For the most 
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part this vast investment now operates to influence hun- 
dreds of thousands, if not millions, of Americans to favor 
tariff and financial policies that will benefit foreign interests. 

The American owner of German bonds is far more in- 
terested in collecting his coupons and restoring the quoted 
price of them than he is in collecting the debts of foreign 
governments to the government of the United States. He 
thus tends to become an advocate of cancellation or drastic 
reduction of those debts; and of any measure, foreign or 
domestic, that promises to restore the value and depend- 
ability of his investments. He favors sending more money 
after bad—someone else’s—to make good what he has 
risked. He wants lower tariffs, so the foreigners can easily 
send their products into this country and thus pay off 
his interest and principal. With the individual investors 
are some of the large American banking houses which have 
become involved in the underwriting or actual carrying 
of foreign bonds. These houses naturally exert all their 
great influence against the American protective system. 

Thus the projection of American industry and capital 
into foreign lands has resulted in a deep division of Ameri- 
can national policy interests. We are a house divided 
against itself. 

Protection of national trade interests has come to mean 
to the popular mind protective tariffs, and nothing else. 
Actually, England and all other nations which have, or 
had, only low or revenue tariffs were following that course 
because it was in their own selfish interests; they were 
protecting their own interests. There was no lofty altruism 
in it. By establishing free trade in foodstuffs England 
sacrificed her farmers to the dominant interests of the 
bankers and the manufacturing proprietors. What the 
British industrialists needed formerly was not protection 
from foreign competition in manufactures—because there 
was no competition—but protection of low wages and 
cheap living for the laboring classes, so that they could pro- 
duce cheaply and thereby increase their export profits. 

The result was that the “upper dogs” rolled in the luxury 
of the imports that flowed to them from all parts of the 





world in payment for their goods. The surplus of imports 
over exports was their profit. A large part of it was in- 
vested throughout the world, and the income from it was 
paid in further imports, with further investments. In a 
broad way England’s trade was manufactured goods against 
foodstuffs and raw materials, with the big end of profit 
always in her favor. She finally became dependent on 
foreign trade for prosperity, as the growth of industry 
and the decline of agriculture made it impossible for her 
to maintain her excessive population on home production 
and markets. .That was all to the good for the interests 
of the industrial lords until other nations became indus- 
trial and began to invade not only the foreign markets but 
also the British home market with manufactured goods. 
Since the war England has found herself with reduced for- 
eign trade, an invaded home market and a population in 
excess of that which restricted British foreign trade can 
support. So, now, she swings from free trade to protective 
tariffs; but formerly as now, the policy was truly one of 
protection of British interests. 

Then as now Britain had other means than tariffs for 
protection. Her marine insurance domination, the suprem- 
acy of the British mercantile marine, her world-encircling 
commercial system and her universal financial penetration 
enabled her to mold and direct the trade of the world 
in her own interests. ° 

The United States has not been more selfish than Eng- 
land or other great commercial nations in her policy of 
protection. She has simply resorted to tariff protection as 
the best suited to her conditions. England had other pro- 
tective policies that suited her case. If she is now com- 
ing more to our policy it is simply because changing con- 
ditions require changing methods of protection. It is true 
that many nations have lower average tariffs even now than 
the United States. For instance, in 1930 French tariff col- 
lections were only 8.7 of the value of total imports, free 
and dutiable, as compared with a corresponding percentage 
of 14.8 for the United States. But our tariff valuations 
are based on foreign prices, France’s on prices at French 
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ports, after adding freight, insurance, etc., and other costs. 

It is to be hoped that the present Congress will meet 
this situation and make American valuations on a similar 
basis, that is, the cost of goods at our ports. To date such 
a basis applies to chemicals alone. The application of such 
an ad valorem base does not involve changes in the tariff 
itself but certainly would provide added protection to our 
home manufacturers and in some measure offset the dis- 
advantage we have suffered in selling to countries with 
depreciated currencies. 


Beating Us To It 


In addition to tariffs, other nations impose internal ex- 
cise duties and other regulations to discourage imports. 
Furthermore most European countries have an administra- 
tive flexibility that we cannot rival without constitutional 
amendments. They have maximum and minimum tariff 
rates for trading purposes. They can levy export duties, 
which may be as protective as import duties, and we cannot. 
They can and do quickly apply embargoes. They are 
adepts in the utilization of shipping subsidies, and others. 
They can and do establish quotas or contingents, fixing the 
total amount of goods of any classification that may be 
imported during a certain period—often without a mo- 
ment’s notice. They can offer export bounties or their 
equivalent; we do not and perhaps cannot. In general 
they regulate tariffs to a large extent by cabinet or minis- 
terial decrees which can be changed over night, while we 
take a year or two to change our laws. 

Even our Tariff Commission has to proceed slowly and 
deliberately with such changes as it is authorized to recom- 
mend. We let the foreigners apply to that Commission 
to lower duties with the same freedom that our nationals 
have to make applications for changes. We permit and 
even urge them to show their production costs as reasons 
for reductions. Not even our good neighbor, Canada, 
allows us to go before a Canadian tribunal to argue for a 
reduction of a Canadian duty. We have actually reduced 
tariffs on the showings made by foreigners. Our basic tariff 
provisions are undoubtedly unduly high in many items, but 
within the limitation of 50 per cent changes up or down, 
we are really tending to work toward a competitive tariff 
—a tariff that gives the foreigner the same price basis for 
competition in this market with the domestic manufacturer. 

The European nations have a maze of short-time trade 
conventions and are always dickering back and forth. It 
is very difh- 


for these left-handed particularistic agreements. The 
cartels by reason of their trade monopolies can make “deals” 
that it would be contrary to treaties for their respective 
governments to make. Still another protective advantage 
that some nations have is in their relations with their 
colonies. France has a ring-fence around much of Africa 
and part of Asia. England has preferential arrangements 
with her overseas Dominions, which have a way of being 
independent nations one day and part of her British Empire 
the next—according to the circumstances. 


In the Case of Great Britain 


Great Britain was a nation of high protective tariffs until 
her growing population, exports and investments made her 
so dependent upon foreign trade relations and goods that 
the moneyed classes found it more to their interest to lower 
and abolish tariffs than to maintain them. The British 
farmer’s interests were opposed and he was deliberately 
thrown overboard, as much ignored as if he were a Hotten- 
tot planting a few hills of maize in the African wilderness. 
The dominant business interest was “protected” by free 
trade. In and since the war, for national defense reasons 
as well as the increasing need of holding the home market 
for industries repelled from foreign markets, protection 
sentiment has been growing in England and the country 
has been gradually slipping from free trade. 

The new “national” government is putting England on 
a protective basis to a marked extent, even agriculturally, 
and dreams of the whole British Empire as a tariff protected 
economic unit. Fifty and even one hundred per cent 
duties are being imposed on some goods, and the countries 
of Europe that supply them—more particularly Denmark, 
Holland, Belgium, Germany, France and Spain—are greatly 
agitated. Appeals are pouring into the British government 
to reconsider and threats are coming of reprisals and even 
of economic unions against Britain. 

Even before these duties were proposed France had be- 
gun to feel the competitive consequences of the depreciation 
of the pound Sterling and had imposed countervailing ad- 
ditional duties of 15 per cent on all British products. Even 
without tariff legislation as such the depreciation of the 
pound since England left the gold standard has operated 
as an export bounty and an import duty. The high duties 
of the enacted tariffs are added to the spontaneous duties 
of the depreciated money. 

England now has a bitter conflict of finance against in- 

dustry, but in- 





cult for an 
American ex- 
porter to know 
at what disad- 
vantage he 
may be sud- 
denly put by 
some “most fa- 
vored nation” 
treaty which 
may have a 
peculiar quirk 
in it. Occa- 
sionally there 
is a secret 
trade agree- 
ment, even if 
it cannot be 
proved. The 
internatio nal 
cartels come in 
very handy 
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dustry seems 
to be getting 
the u pper 
hand. The 
bankers arc 
wondering 
how they arc 
going to col- 
lect interest 
and principal 
of the $20 bil- 
lion British in- 
vestment 
abroad, if im 
ports are re 
stricted. But 
the industrial- 
ists reply that 
unless England 
abandons free 
(Please tur 
to page 304) 
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Remonetizing Silver With or 


- Without Bimetallism 


Will Silver Lead Commodities Back to Higher Levels? 


until 
> her 

that 
ower By A. E. Gsorce 
ritish 
ately . PA 
tten- N the 16th of last February the price of silver in New of India and possibly also with the govern- peo 
nee. QO York was quoted at 2534 cents an ounce, the lowest ment of Spain which has a large silver reserve. g 

free price ever reached by the metal. On November 10, At the time the report was distinctly dis- 1 
nt" the price quoted was 371% cents an ounce. In other words, appointing to silver interests. Almost 220 
arket in nine months the value of all the silver in the world coincidentally with the report, however, the 4 
ore had increased by almost exactly one-half. The November _ British pound sterling fell from the 210 
many price was the result of speculation in world markets, par’ gold standard carrying with it the % 

ticularly in the New York market, and the great advance Indian rupee. This event so. y 

d on was soon lost in a sharp reaction. Nevertheless, recovery § changed the monetary situation 9 
ally, has been rather prompt and in mid-December prices have in India that it may be to the 
ected ranged about a fifth above those of February with a tend- advantage of the government of 3 
cont ency to advance. India to enter into such an agree- 
meng It would be premature to accept these changes in the  ment,—an advantage which did 
nark, price of the white metal as conclusive evidence that the not exist so long as the 
eatly restoration of silver to something like its pristine glory | rupee was on the gold 
ment is in sight but there are several factors in the situation standard. ‘ 
— which give considerable assurance that a marked improve- The position of the Hi 

7 ment in its position may be expected. In a theoretical way International Chamber 
1 be- these assurances rest largely upon the fact that the fall of | of Commerce in the 
3 the British pound from the gold standard carrying with it | matter represents the 
es ‘ the currencies of several other nations has so changed the _— position of the Ameri- 
: - money position of the world that there may be some pros) can_ business world. 

¢ 4 ‘ pect of an increased use of silver as money. The restoration of the 
— In a practical way they rest upon the possibility, or even price of silver is 
eri the probability, of an agreement between the silver pro- considered desirable 
ns ducers of the United States and other countries in which __ in the first place be- 

American mine owners control the production of silver on cause of the wide- 
— the one hand and the government of India on the other. spread belief that 
. ar The supply of silver for world markets at the present time _ since silver is the 
— depends upon production, largely controlled by the United monetary unit of » 


tting States, and the immense stocks of disposable silver held by China and some 
P he the government of India. If a sales agreement between parts of Latin 

The these two suppliers of silver can be arranged the price of | America the WV 
ok the metal can be maintained. restoration og 
ing Such a sales agreement is much nearer realization than it a normal — 

<5 was even three months ago. In September a committee will restore 

<teh of silver experts appointed by the International Chamber the ct 
a ee of Commerce to consider the situation of the metal made power pt 
hil its report. This report recommended that world silver — the ee HH 


tend producers in general and those of the 


A United States in particular enter into such 
is an agreement with the government FH HW 


mt V A Hl: 





trial- 


that Igo! ieut i821 tes! teat 1951 186! af 1881 86 “91 ‘% 1901 06 ‘Il ‘16 ‘21 wm 
dand TO TO TO TO TO TO To To TO 4 To TO 


free 1B10 1820 1830 1840 1850 1860 1870 1880 1885 90 95 19001905 "10 ‘15 ‘20 ‘25 1931 




















wrt 


04) Average Annual World Production of Silver 
EET for DECEMBER 26, 1931 | 











and other peoples and improve 
our export trade. Silver also is an 
important factor in the prosperity 
of American mining interests. 
About 80 per cent of the silver 
output of the world is produced in Country 
connection with the production of 
copper, lead and zinc. Normally 
10.4 per cent of the entire income 
of the copper, lead, and zinc min- 
ing companies comes from this 
silver by-product,—enough of their 
income, in short, to establish the 
difference between a profit and loss 
on their operations. All stocks 
and securities of such companies in 
the United States, therefore, have 
a direct and vital interest in the 
price of silver. Whether or not 
one can fully subscribe to the doc- 
trine that American export trade 








Principal Silver Producers : 
of the World 


metal in world markets. However, 
in fixing the gold value of the 
rupee at thirty-six cents or 124 
per cent above what it had been 
the government became involved in 
Per cent exchange difficulties and found it 
necessary to sell silver rather 
erratically and in larger volume 
than anticipated at the prices rul- 
ing for the purpose of maintain- 
ing its gold reserves. These sales 
of silver by the Indian government 
have been the chief depressing in- 
fluence upon the price of silver 
since 1927. 

The influence of these sales of 
silver by the government of India 
has been emphasized by the dump- 
ing of silver on world markets by 
other governments. During the 
World War many governments, 














with the Far East and some parts 
of Latin America depends upon 
the price of silver, it is at least certain that an improvement 
in the price of silver will tend to raise commodity price 
levels in this and other countries and have an important 
bearing upon the revival of world business. 


The change in the position of the Indian 
government with respect to silver is per- 
haps the most important factor in the 
present situation and the prospects of 
silver’s rehabilitation depend largely upon the course to be 
followed by that government. Previous to 1927. the 
monetary system of India was based upon the silver rupee. 
The rupee most of the time had been “pegged” at fifteen 
rupees to the pound or at a value of about thirty-two 
American cents but the basis was silver and the currency 
actually in common use was silver. In 1927, however, in 
line with the report of a Royal Commission which had 
been considering the subject for more than a year, the 
Indian government established the country’s monetary sys- 
tem on a quasi-gold basis, fixing 
the gold value of the rupee at one 


India Holds 
the Key 


especially several in Europe, found 
that they could economize by using 
fractional paper currency in place of silver, this being the 
case especially during a considerable period when the value 
of the silver in coins was higher than the face value of 
the coins. Vast quantities of silver were withdrawn from 
circulation, particularly in France, Belgium and on the 
continent generally, and eventually this silver coinage was 
melted up, refined and sold in world markets. 


Heavy In Great Britain silver was not withdrawn from 
circulation but the coins were gradually re- 
Stocks coined with a smaller silver content with the 
same’ face value. By this process the British 
government accumulated a considerable stock of silver 
which was also dumped on world markets. As a result 
of this policy of demonetization or debasement of currency 
a total of a little more than 200,000,000 ounces of silver 
was sold between the time India turned to the gold stand 
ard and the close of last year. Of this total India furnished 
a little over 45 per cent. 
With the exception of India, 
where the silver reserves remain 








shilling and six-pence or about 


close to what they were in 1927, 
practically all of this demonetiza- 


thirty-six American cents. This 
change struck a body blow at silver 
for it not only indicated a cessation 
of silver purchases by the Indian 
government for coinage purposes 
and thus promised a reduced de- 
mand for silver in India but it also 
involved the gradual disposal of 
the enormous silver reserves of the 
Indian government ranging around 
450,000,000 ounces or nearly two 
years’ world supply. It also in- 
volved the gradual retirement from 
circulation of immensely greater 
quantities of silver as the latter 
was displaced by the gold notes 
which the government hoped to in- 
duce the people of India to use. It 
was the announced policy of the 
Indian government to dispose of its 
silver holdings gradually over a 
period of perhaps ten years so as 
not to depress the price of the 
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The Ratio of Value of 1 Ounce 
of Gold to 1 Ounce of Silver, 
by Various Periods. 


Average Silver-gold 
production 


gold-silver 
Period price ratio ratio 


82.5 
1601-1700 . 44.1 
1701-1800 . 29.9 
1801-1850 ‘ 28.0 
1851-1875 . 6.7 
1876-1880 : 13,8 
1881-1885 . 17.6 
1886-1890 , 20.4 

20.3 


1901-1905 
1906-1910 
1911-1915 
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tion or debasement stock of silver 
has been absorbed by world mar: 
kets. France still has a consider: 
able stock of silver which is held by 
the government for possible re 
coinage. The Treasury in Wash: 
ington holds a very large stock 
of silver but it may be relied 
upon that this stock will remain 
where it is. The Bank of Spain 
also has a large stock of silver in 
its reserves, around 100,000,000 
ounces at last accounts, and hence 
the reference of the committee of 
the International Chamber of 
Commerce to that country. India, 
however, retains the key to the 
situation. If the Indian govern 
ment can be induced to withhold 
its silver from the market an 
regulate its sales in conjunction 
(Please turn to page 302) 
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T is characteristic of a year in which business has 
I been adverse that gloom grows thickest in the last 
month. The customary slackening of industry and 
wholesale trade as the year closes is accentuated, fail- 
ures inevitably show a gain and other year-end adjust- 


ments are disturbing. It is, therefore, inecessary to 
brush aside the pall which these factors créate and look 
beyond the current period if one is to getia clear view 
of the prospect. Viewing the barometer in this man- 
ner, there is assuredly suggestion of at least a tempo- 
rary bottom of the depression with prospects of im- 
provement in business as the new year opens. Of 
course it is impossible to discern whether this improve- 
ment will be of more or less than seasonal magnitude 
nor is it possible to say whether it will :lead directly 
into gradual but permanent recovery. The rate of gain 
in any event will probably be too slow :to determine 
this for several weeks yet. 

At the moment it must be admitted that the chief 
signs of tangible domestic improvement: exist only in 
the financial field where the Cost of Business Credit 
is at a more remunerative level than a year ago, while 
currency and deposit withdrawals have virtually ceased 
along with a most encouraging reduction in the num- 
ber of bank suspensions, There is nothing very im- 


pressive in current statistics of industry, if taken at 
their face value. The latest point on the New Orders 
graph discloses, to be sure, a slight gaifi over the pre- 
ceding month; but this has been insufficient to prevent 
a renewed decline in the Business Activity index. 

Upon closer analysis, however, the outlook appears 
more hopeful; for it will be observed that comparisons 
now are with a period last year when the latter curve 
was rising with unusual rapidity. Shortly after the 
approaching holidays, however, such comparisons will 
be reversed, as the various industrial and particularly, 
automobile plants get back into production; so that it 
seems reasonable to expect a rather abrupt recovery in 
the industrial indexes before long. 

In the welter of customary year-end adjustments and 
adverse news, the prices of securities, as shown by the 
Common Stock Index line have exhibited little regard 
for these hopeful prospects. The fear of foreign diffi- 
culties and prospect of dividend omissions contributed 
further to severe liquidation which showed no sign 
of check until the upswing of December 18. Caution 
will, however, continue to characterize the market until 
year-end fears are dispelled by signs of definite im- 
provement in trade and industry which should be 
manifested early in 1932. 
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Charles Benedut Says — 


Fascism—A Threat? 


ILL Germany go Fascist under the banner of the 
Austrian, Adolf Hitler? And if it does, just what 
brand of Fascism will it be? Is it to be the Fascism 

of Italy? Can Hitler conceivably be a second Mussolini? 

These are questions agitating the politics of the world 
and affecting the prospects of international economic re- 
covery. Likewise, they are questions that vitally concern 
the peace of Europe. It is to be doubted that the average 
— has more than a smattering of information about 

em. 

Fascism, it will be generally conceded, has served a use- 
ful function in Italy, bringing a measure of order out of 
the post-war political and economic chaos of that none-too- 
rich country. As a means of government, it has capably 
met an emergency condition. It has forced discordant 
elements to come together in the one common cause on 
which all can agree—intense nationalism. In doing so it 
has effectively scotched Socialistic and Communistic tend- 
encies, yet has had a reasonable regard for the economic 
interests of all classes. 

But Fascism is not a clear-cut political system. In Italy 
it is what Mussolini has made it in his conception of the 
State Supreme. He happens to be a dictator possessed of a 
personal driving force comparable to that of Stalin in 
Russia. It is extremely improbable that what the press is 
now referring to as German Fascism will more than super- 
ficially resemble that of Italy. Beyond the similarity of 
intense, almost hysterical, nationalism the analogy breaks 
down. ; 

If there is to be a dictator in Germany it is certain that he 
will not be Hitler. This Nazi chieftain is an Austrian which 
would virtually bar him from direct office. That is why 
larger German interests do not fear his apparent growth of 
personal power. Moreover, he is but a pale imitation of 
Mussolini in governmental qualifications, although ad- 
mittedly an expert in the arts of political demagoguery. 
There are strong reasons to suspect that he is but a puppet, 
supported by the large German industrial interests to fur- 
ther the general cause of a nationalism which they hope 
to control. If you would know the true character of a 
political movement look into its finances. It has been defi- 
nitely established that the Nazis are financed by German 
Big Business. 

And the purpose of Big Business, despite Hitler’s vague 
talk of “nationalizing” the larger trusts, is to intrench itself 
against Socialism and Communism. It would free Ger- 
many of the economic handicaps imposed by the war and 
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in effect set up its own dictatorship, probably administered 
by men of the type of von Hindenburg and Bruening. The 
movement derives its most effective support from the re- 
actionary elements. 

It is to be doubted that the enormous growth of this so- 
called Fascism accurately reflects a growing unity of in- 
terest on the part of Germans. Germany presents many 
fundamental conflicts of interest. There is Agrarian Ger- 
many and Industrial Germany; Catholic Germany and 
Protestant Germany; Germany of the Unemployed and 
Germany of the Rich. 

All are united in the single respect of being dissatisfied 
with conditions as they are and of not knowing precisely 
what to do about it. Hitler is an outlet, a symbol which is 
attracting the enormous vote of dissatisfaction. The hope 
of all is a new order, a new day. It is a tremendous hope. 
Unfortunately, it is fed by glittering generalities and un- 
realizable promises, rather than by a practical, concrete 
plan of action or program of reconstruction. Hence the 
realization of Hitler’s confused dream can only result either 
in its downfall or its very sobering modification. In any 
event it presents nothing for this country to fear. 


State Capitalism 


urges “the maintenance of the American system of 

individual initiative and individual and community 
responsibility.” These are imposing words. No doubt the 
political and economic philosophy which they reflect is that 
of the average American citizen, or at least is that to which 
the average citizen thinks he is committed. Yet, in the 
mind of any thoughtful observer, Mr. Hoover's conception 
of this vague thing called “the American system” cannot 
fail to raise some puzzling questions. 

The “American system,” in its relations to economics 
and to the very existence of the individual, is certainly not 
the same thing today that it was fifty years ago. We were 
originally a nation of individual states, but state govern: 
ment has steadily become less important and just as steadily 
has the power of the Federal Government increased. Step 
by step, bureaucracy has definitely encroached upon “in- 
— initiative and individual and community responsi- 

ility.”” 

The tendency, indeed, is to think of virtually all prob- 
lems in national terms. Regardless of such social merits 
as it may or may not have, national prohibition is a long 
step away from “individual and community responsibility” 
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\ S one of his remedies for depression President Hoover 
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as we once conceived it. Nor is this the Government's 
only intervention, through criminal legislation, into the 
feld of the personal conduct of its citizens. 

Even more strikingly, however, does the Federal Govern- 
ment extend its influence into the economic life of us all. 
It has regulated the railroads to a point of virtual stagnation 
of “individual initiative.” ‘There is a serious threat that 
similar regulation will eventually be applied to the utilities. 
Such a policy naturally implies that bus, motor truck and 
airplane transportation must also be brought within the 
Government fold. 

No large business can be conducted without more or less 
constant regard for our anti-trust laws. Into every business 
reaches the hand of the Federal tax-gatherer, the power to 
tax being the same thing as the power to regulate. _ The 
price of the majority of goods that we buy or sell is in- 
fluenced by the tariff. The Government undertakes to 
estimate the crops and to advise the farmer what and how 
much he should plant. It has not hesitated even to enter 
the wheat and cotton markets with the funds of the tax- 
payers and there is no evidence that Congress has learned 
a lesson from this failure. 

State Capitalism is not a pleasing term, but are we not 
upon its border? 

After all, the difference between the United States Gov- 
ernment and the Government of Soviet Russia appears to 
be chiefly one of degree. Under both, the drift of gov- 
ernmental action is directly away from individual initiative 
and individual responsibility. The objective of both becomes 
increasingly an.economic objective. 

Nor is this tendency toward State Capitalism confined to 
the two countries. All over the world we find it as nations 
struggle for economic supremacy. There is a difference 


only in form and in terms. In Italy it is Fascism and under 
Fascism it is difficult to determine where private business 
leaves off and government begins. Nor can the economy 


of Germany be separated from the government of Germany. 
Partly due to the obligations of the war—but only partly— 
business and government overlap in a thousand ways. 
administrators of a republic have, in effect, become dic- 
tators. We see the spectacle of prices, wages and interest 
rates being fixed by government decree. We see the gov- 
ernment, through the banks, taking over control of a large 
part of German industry, with resulting graft and fat 
salaries in politically controlled jobs. 

Again, in France one is hard-put to draw a line of 
demarcation between private business and government. 
French policy is not political policy but politico-economic 
policy. It is with this policy—the heart of which is intense 
nationalism—that French banking is conducted, that the 
French oil industry is regulated, that the French security 
markets are regulated, that French wheat is artificially 
priced and that French tariffs are shaped. In a thousand 
ways, French business is the French government. Nor is 
British business free of an increasing degree of governmen- 
tal influence. Long ago the government there accepted it 
a a primary function to devote itself to the furtherance 
of British trade. The most important economic problems 
in Britain today, stabilization of the pound and protective 
tariffs, are, of course, in the hands of government. 

The fact is that the free functioning of economic law has 
become a myth. Each country is making an insistent effort 
to shape its own economic law. None can be sure of un- 
derstanding the gigantic forces it is grappling with. None 
can be certain whether its most sincere “constructive” 
efforts will not in the long run do more harm than good 
to the economic machinery of the world. None can be 
confident that its methods of solving present problems may 
hot set up even greater problems for the future. 

But the die is cast. There is probably no turning back. 
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Each of us has become a cog in a machine age, the growth 
of which has been tremendously accelerated by the World 
War. The prosperity of the individual in California can- 
not be divorced from the prosperity or poverty of. the in- 
dividual in New York and becomes increasingly influenced 
by the prosperity or poverty of the Englishman, the French- 
man, the German, the Italian, the South American. 

No one is individually self-sufficing. No one is in- 
dividually secure. And if no one is individually secure, 
does not individual initiative become moreand more impotent 
in the struggle with mass economic forces? For good or 
evil, we are committed not to individualism but to mass co- 
operation. How this can be effectively shaped except under 
government leadership is difficult to see. Yet our increas- 
ing inclination to “let Uncle Sam do it” whenever a major 
problem confronts us is a dangerous, initiative-sapping habit 
which should be checked. 


Fear-Blinded France 








RANCE is the “Frightened Lady” of Europe, so fear- 
fully intent upon establishing security for herself that 
one wonders whether in the long run she can avoid 

inviting trouble. One way of getting along with a neighbor 
is to be peacefully conciliatory. Another is to wave a big 
stick. The big stick has been the heart of French diplomacy 
since the war. 

Going it alone in the search for security, France has 
drifted away from her former allies, with the result that 
the issue is drawn more and more clearly between her and 
Germany. From time to time France has reluctantly con- 
sented to revision of the reparations bill, realizing that the 
problem is not really German capacity to pay but the 
world’s capacity to absorb the exchange. This matter of 
reparations is the greatest of the national irritations left 
by the war and the peace treaty. The great danger is that 
these irritations will again ultimately lead to war—a war 
which, despite French nationalism, the average Frenchman 
fears and detests and does not want to fight in. 

As the world is now organized, itis obvious that no 
nation of 40 million people, unaided, can indefinitely keep 
its iron-shod heel upon the necks of 60 million equally in- 
telligent and equally aggressive neighbors. Yet this ap- 
pears to be the vain objective of present French diplomacy 
It is an objective unfortunately intermingled with French 
politics, difficult to let go of because of the fatuous prom- 
ises French politicians have made their people. 

Once again, as it become plain to the world that there 
must be a further practical adjustment of reparations, 
France is the stumbling block, the focal point of inter- 
national negotiations. This time, however, the French 
position is less secure than formerly, despite her large hold- 
ings of gold and her powerful armaments. Neither gold 
nor armaments make prosperity. Neither can avert de- 
pression. Now that the French economic tide is definitely 
on the ebb, with a favorable international balance en- 
dangered and 3 million men out of work or on part time 
the French mind may be able to look beyond its own borders 
and narrower interests. 

Moreover, when one’s debtors begin to unite vociferously 
in the cause of nationalism, as is the case in Germany to- 

(Please turn to page 307) 
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The United States Grows Up 


New Investment Appraisals Necessary As 
Numerous Industries Reach Economic Maturity 


By Warren BEECHER 


66 HE advancement of the arts from year to year taxes 
our credulity and seems to presage the arrival of 
that period when human improvement must end.” 

These are the words of the Commissioner of the U. S. 

Patent Office who resigned his office in 1844 with the 

implication that there was nothing worth while remaining 

to be invented. American development had reached its 
zenith. 

Yet the next seventy-five years comprised the greatest 
period of invention, development and expansion that this 
country or any other has ever known. Inventive genius 
was productive of countless revolutionary achievements 
which budding industry applied to foster its own rapid 
growth. A great tide of immigration provided the labor 
for physical accomplishment, and also rapidly increased the 
capacity of domestic consumption. Early in the era new 
parts of the country were opened up. Communication 
lines spread their network and railroads were built from 
coast to coast. Furthermore, despite early financial diff- 
culties of the railroads, the great extent of their construc- 
tion programs contributed mightily to the upbuilding of 
many basic industries, notably, steel, coal and lumber. The 
day of the machine dawned, factories sprang up, and in- 
dustrial centers grew. 

A few years later came another form of transportation 
development—the automobile—with even farther-reaching 
effects than the rails. Expanding markets for motor cars 
kept stride with their mechanical perfection and rising 
volume of output, until the whole structure of indus- 
trial activity was raised to new high levels. For the 
automobile made the rubber industry and gave new impetus 
to steel and other 
metals as well as 


transportation resulted in a vast and justified expansion 
of public utilities. In a few years the capital invested in 
these enterprises rivalled that in the railroads. 

Building and construction were stimulated and public 
and private programs went forward with the growth in 
population, and its shifts from country to city. More in 
dustries were thereby accelerated in the huge demand for 
a multitude of construction materials and equipment. 

The growth was cumulative and as time went on the 
tempo of activity increased. The clamor for more expan: 
sion, more production became steadily more insistent, until 
finally output of nearly everything not only caught up 
with, but even overran, all demands in the climactic decade 
after the close of the war. 


In an orgy of wild financing and w- 
precedented prices, the excesses of the 
nation hastened the crisis which marked 
the end of the era of rapid expansion and 
ushered in a new epoch, which is now being recognized 
as the age of economic maturity, an age in which growth 
and prhtable operation will still characterize the course 
of industry but in which the rate of expansion will be 
much less spectacular. 

Population figures are perhaps the first indication of this 
transition. The 20 per cent to 35 per cent increases that 
marked each decade from 1850 to 1910 are no more. The 
war, immigration restriction and a declining birthrate have 
reduced the gain to 16 per cent in the past ten years and 
actuaries predict a 
still further decline 
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glass, paint, leather, 
and textiles. It pro- 
vided the foundation 
for the development 
of petroleum and its 
numerous products. 
In response to the 
demand of motorists 
the present highway 

was born 
and cement and 
asphalt met increas- 
ing markets. 

About the same 
period the develop- 
ment of electxic 
transmission made 
rapid headway and 
the provision for 
power and light for 
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to ultimate stability 
two decades hence. 

In other words, 
the annual volume 
of new consumers is 
on the decline 
While the increased 
wealth per indi 
vidual can offset the 
effect of this trend 
insofar as luxuries 
are concerned it is 
bound to detract 
from the expansion 
rate of industries en’ 
gaged in life necesst 
ties. 

Moreover the im 
pulse received from 
extensive develop’ 
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suming industries undoubtedly will be considerably lessened. 

Obviously in this period we have no great railroad sys- 
tems to build. It is true, we can expect great changes in 
transportation over the next decade, in electrification of 
lines, consolidation of rail, truck, waterway and even air 
transportation, but there will be no new transcontinental 
systems to make huge demands for labor and materials to 
the advantage of business generally. 

Nor can we expect our public utilities to double their 
size again in the next few years. Great as are the demands 
for electric power and natural gas, we still have consider- 
able increases in consumption to make before the capacity 
of present systems are approximated. Even our com- 
munication facilities are ahead of current requirements. 
It is not without significance in this regard that the Ameri- 
can Telephone & Telegraph Co. has substantially reduced 
its expansion program for the next year or two. 

In building there is currently more latitude. More roads 
are in demand and there is considerable home building to 
be done. The past two years have created shortages which 
will be met by new construction under the stimulus of low 

rices when credit loosens up once more. The surface has 
hardly been scratched in the huge volume of reconstruction 
and replacement 


look we may therefore view the new trend with equanimity 
—even as a salutary development in that industries and 
companies will consolidate their position—intensive rather 
than extensive growth will lend strength and over-capacity 
may be gradually eliminated. 


From an investment standpoint, 
however, the approach of eco- 
nomic maturity will demand some 
altered concepts, although the de- 
gree to which the technique of investment appraisal is 
changed will depend in considerable measure on the indus- 
try in question. This can best be illustrated by reference 
to the accompanying chart entitled, “The Four Stages of 
Industrial Development.” 

Every industry passes through the four stages shown; 
although obviously the time in each phase differs con- 
siderably. An industry in the first stage is in process 
of development. It may have a great future before it but at 
this time it is subject to all the weaknesses of poor manage- 
ment, new companies, too many companies in the field, 
patent litigation, etc. 

Investments in in- 
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Technique 





building waiting to be 
done. On the other 
hand we can neither 
expect nor desire the 
speculative booms of 
prior years. Gradual 
consistent growth is 
preferable from every 
standpoint. 

The chances are 
that the automobile 
business will be some 
§ to 10 per cent bet- 
ter in point of sales 
volume in 1932 than 
in the year just clos- 
ing. It may do still 
better in 1933, but 
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Weak companies fall 





lion cars on the road 
now and no more 
than 3 million being scrapped annually? Is it not rather 
a case of the companies in this industry recognizing that 
having completed their rapid growth period they now must 
adjust themselves to a broad replacement market with only 
a moderate amount of genuinely new business annually? 

Moreover it is evident that if such great consuming in- 
dustries as the railroads, public utilities, automobiles and 
construction are slowing up in their rate of expansion, a 
similar trend will ensue in numerous other lines as well. 
Certainly this would be true until new industries or new 
developments of national scope supplanted them as heavy 
consumers. 

Such a slackening in the rate of growth, however, is not 
as dire as it sounds although the fact that the transition 
from an era of breath-taking growth and abundant pros- 
perity has been extended by a world-wide depression might 
make it appear so. But it must be remembered that the 
Present period of adversity is not peculiar to the United 
States and sprang only in part from the causes which 
hastened the end of the rapid-growth era. As a matter 
of fact when an industry reaches the stage of economic 
maturity there is no implication that profits will necessarily 
decline. From the standpoint of the general business out: 
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out or are absorbed, 
earnings rise and share values likewise. For example, elec- 
tric refrigeration is in this phase. Business machines, chemi- 
cals are in it, so is electrical equipment manufacture. Auto- 
mobiles, public utilities and foods have left it. 

Security appraisal of companies in this expansive phase 
gives considerable attention to future prospects but demand 
evidence of present earnings and indication of an upward 
trend. Of course management skill and financial strength 
to continue this trend are important. Dividends are 
subordinate to price appreciation potentialities, 


It is the third and fourth phases which 
are of the most importance to this dis- 
cussion for it is here that we find a group 
of industries that have attained or are on 
the threshold of economic maturity. In general terms 
arrival in the third phase implies a field of activity that is 
no longer virgin territory. The products of the industry 
are well established in public favor and improvements in 
quality sales technique and lowering prices sustain volume. 
(Please turn to page 297) 
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Ridiculous Extremes Make 
Opportunities 


In Fixed Income Bearing Securities, Bonds 
and Preferred Stocks, for 1932 Portfolios 


By Ronatp P. Hartwe.y 





HE close of 
the year 
1931 finds 
the bond market 
hard - ridden by 
fear and _pessi- 
mism, with aver- 
age quotations at 
the lowest level 
of a decade. 
Either numerous 
issues are accu- 
rately forecasting 
defaults, receiver- 
ships or reorgani- 
zations or nu- 
merous investors 
have let hysteria 
run away with 
them. 


So far as prob- 
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of any further re. 
action to under. 
take conserva 
tive, scale-down 
accumulation of 
sound bonds and 
preferred stocks, 
In tables accom 
panying this 
article we present 
a carefully se 
lected list of 
sound bonds for 
investment at 
satisfactory yield. 
There is also a 
list of bonds 
which offer a 
higher yield and 
prospects of capi: 
tal appreciation, 
yet appear to be 
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able defaults and 
corporate reor- 
ganizations are concerned, we believe the worst possibilities 
have been rather generously discounted by prevailing prices. 
We believe the number of actual defaults will prove smaller 
than is generally feared. We think it necessary to remind 
the public that the majority of first mortgage bonds, even 
in the event of receivership, will not be disturbed either as 
to principal or interest. In short, we believe that bond 
pessimism is being carried to a ridiculous extreme. 


Opportunity in Low Prices 


This is not to forecast an immediate end of decline, 
which will depend upon factors and events subject, for 
the present, to considerable conjecture. It does imply, re- 
gardless of further possible reaction, that many good bonds 
are definitely on the long-term bargain counter.. The same 
is true of various preferred stocks. 

In this late phase of depression, we believe that fright- 
ened or necessitous liquidation of’ fixed income securities 
should be regarded by the wise investor not as a ‘terrifying 
phenomenon bu as an opportunity that rarely comes. 
Moreover, there is reason to expect some degree of im- 
provement in business fundamentals in the early months 
of 1932 and a corresponding improvement in financial 
sentiment. 

Facing such a prospect, investors should take advantage 
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adequately secure 
both as to interest coverage and capital equity. For the 
investor preferring this group, a limited number of choice 
preferred stocks are included. For the ultra-conservative 
investor seeking absolute liquidity of his capital a list of 
eight of the best short-term bonds is offered. In addition, 
a wide range of fixed-income securities are presented in 
THE MAGAZINE OF WALL StrREET’s Annual Re-investment 
Guide in this issue. 

A normal bond market is usually influenced chiefly by 
the trend of money rates. It is obvious, however, that the 
bond market of today is abnormal to an extreme degree 
and that the credit outlook, generally speaking, has be 
come a secondary factor. What, then, are the sources of 
pressure? 


Declines in a Thin Market 


Probably the greatest single force making for reaction § 
a general lack of investment confidence. This feeds upon 
itself. Each fresh decline in bond prices influences further 
fear. The result is a very thin public demand and in 
absence or scarcity of bids even a moderate amount 0 
selling has a disproportionately adverse effect upon quota 
tions. This conclusion is supported by the fact that the 
development of acute price weakness has not been accom 
panied by any abnormal increase in trading volume. 
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While fear is a re- 
pressive influence upon 
demand, it is not, of 
course, the only cause 
of liquidation. Much 
of the selling is of 
necessitous character, 
possibly the bulk of it. 
The buying and selling 
of banks throughout the 
country is at all times 
the most important in- 
fluence in the bond 
market. The present 
condition of the mar- 
ket, therefore, is di- 
rectly related to that of 
the banks. 

While the general 
banking position un- 
questionably has been 
strengthened by two 
years of liquidation, 


RAILS 
Atchison General 4s, 1995 


Baltimore & Ohio First 4s, 1948 
Norfolk & Western Ist 4s, 1996 


PUBLIC UTILITIES 


Pacific Gas & Electric 5%s, 1952 
New York Steam 5s, 1951 
Illinois Bell Telephone 5s, 1956 


INDUSTRIALS 
Standard Oil, New Jersey, 5s, 1946 


Procter & Gamble 4%s, 1947 
Bethlehem Steel First Ref. 5s, 1942 
Western Electric 5s, 1944 





Diversified Long-Term Bonds lack 


Northern Pacific Prior Lien 4s, 1997 


Consolidated Gas, Baltimore, 4s, 1981 
Louisville Gas & Electric, First 5s, 1952 


Cincinnati Gas & Electric 1st 4s, 1968 


stantial gain in public 
confidence, only the 
of which now 
keeps approximately 1 
billion dollars in 
hoarded funds from 
the banks. The return 
of this money would 
automatically force the 
banks to buy bonds if 
deposits were to be 
kept employed. 
Another adverse fac- 
tor, also directly re- 
lated to the general de- 
pression, is the shrink- 
age in corporate earn- 
ing power. It seems 
clear that the public 
conception of this, in 
its bearing upon bond 
equities and the pay- 
ment of bond interest, 

















frozen assets still re- 
main an ortant 

problem. For this reason many banks are continuing their 
insistent search for increased liquidity by the gradual liqui- 
dation both of bond investments and of collateral loans. 
The condition which such liquidation reflects can be blamed 
only partly on the banks. To a large extent it is related 
simply to a general lack of public confidence. This has 
been reflected both in a record-breaking number of bank 
failures this year—a movement which, fortunately, appears 
to have passed its peak in October—and in extensive cur- 
rency hoarding. The withdrawal of deposits for hoarding 
also has been checked, but hoarded funds have not yet re- 
turned to the banks in important amount. 

This threat of abnormal: withdrawals makes abnormal 
banking liquidity necessary, with the result that banks not 
only cannot make the bond purchases that could otherwise 
be expected but even have to trim down present holdings. 
Thus, much of the banking pressure upon the bond mar- 
ket is dictated purely by extraneous circumstances and by 
no means reflects the considered judgment of bankers as 
to intrinsic bond values. 


Susceptible to Early Pick Up 


Logically, therefore, it should not frighten potential in- 
vestors but should be recognized by them as affording an 
opportunity. Moreover, it is a condition which can clear 
up relatively quickly. Even slight business improvement 
in the coming year could be translated into a very sub- 


is exaggerated. Interest 
coverage on _ various 
second and third grade bonds has, of course, been wiped 
out, but the total investment in such bonds is small in com- 
parison with the investment in bonds which will continue 
to meet interest obligations. 

Moreover, doubtful bonds in many cases have declined 
to prices which more than discount the actual capital losses 
ultimately to be taken. Even receivership and reorganiza- 
tion seldom wipe out the entire equity. Often a reason- 
able saving in fixed charges can put a company on its feet. 
If the obligation to junior bondholders is cut in half in a 
sound reorganization, the loss of original equity should 
not be more than 50 per cent, yet such probable losses in 
many instances have already been discounted down to a 
basis of 10 or 20 cents on the dollar. 

Although the highest grade bonds may to some extent 
reflect fears of coming inflation and somewhat higher 
money rates, it is impossible to determine the actual meas- 
ure of this influence. The picture is confused by various 
other causative factors, including the banking situation as 
above indicated, and the down-drag pressure of public 
pessimism. Even the best bonds cannot wholly escape the 
spectacle of acute weakness in other groups. 


Money Outlook 
The credit outlook is clouded by several questions. A 


reversal of public hoarding would supply a powerful im- 
(Please turn to page 301) 








Short-Term Securities 


Norfolk & Western 6s, 1934 

Detroit Edison 5s, 19383 

Corn Products 1st 5s, 1984 

Edison Electric Ill, of Boston 5s, 1933 
Midvale Steel & Ordnance 5s, 1936 

New York Central & Hudson River 4s, 1934 
Long Island R. R. Debenture 5s, 1934 
Union Electric Light & Power 5s, 1933 








Investments for Income and Price 


es e 
Appreciation ee 

BONDS Price Yield 
Utah Power & Light Ist 5s, 1944 6.65 
Hudson & Manhattan Ist 5s, 1957 6.88 
Erie Ist Con. 4s, 1996 6.63 
Missouri, Kansas, Texas Ist 4s, 1990 5.55 
Dodge Bros, Deb. 6s, 1940 9.65 

PREFERRED STOCKS 
Hershey Chocolate $4 ($5) 6.7 
United Aircraft $3 6.8 
J. C. Penney $6 1.3 
United Corporation $3 10.8 
Atchison $5 6.20 
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Annual Reinvestment Guide 


HE wake for the year which is now dying cannot be 
T other than a time of rejoicing and relief. The period 
has been a disastrous one from every standpoint. 
The foreign situation has gone from bad to worse. Busi- 
ness has gone from worse to worst. And securities of all 
kinds have followed faithfully. The insignificant rallies in 
our bond and stock markets which took place from time to 
time did no more than accentuate the subsequent gloom and 
at the dawn of 1932 we find ourselves groping about at 
the lowest point of the most severe depression the country 
has ever experienced. 

At such a time it is the natural inclination of every in- 
vestor to hoard his resources. But conservatism can be 
overdone. It is only because business is so poor, because 
there are so many unemployed and because the majority of 
our people feel that they must have cash, cost what it may, 
that the present investment opportunities are available. The 
investor should take advantage of the time and lay the 
corner stone of future independence. 

This is not to say that the present—or any other time 
for that matter—is a period in which securities can be 
bought recklessly. Care is still necessary, but it is only 
once or twice in a lifetime that courageous conservatism 
will yield great profits. 

It is ten years since representative industrial averages 
have been as low as they are now, while as for the rails 
it is necessary to go way back in the past century to find 
quotations equivalent to the present. If there be any hope 
at all for the future, the time to buy is at hand. 

Having put aside no more than a reasonable amount of 
cash, an investor turning to the security markets will find 
many bonds selling at ridiculously low levels. Even the 
most gilded of the gilt-edged are thoroughly depressed and 
are selling to yield a return which past experience shows 
to be overhigh for any extended period. 

While we have confined ourselves for the most part in 
the following list to bonds of the highest grade on the 
theory that this was a guide to investment rather than 
speculation, a little outside investigation will reveal that 
- are many cases where the fixed income Obligations of 
an important company are selling for some fifty cents on 


the dollar, despite the fact that fixed charges for the de- 
270 


pression year 1931 will be earned with a margin to spare. 
First mortgage bonds of large railroad systems are valued 
but slightly higher. Yet, receivership in many instances is 
remote and even if the worst took place the bonds would 
emerge undisturbed. ‘There are other bonds less strong, 
still with excellent chances of avoiding default, selling at 
levels which not only discount this improbability but that 
between sixty and ninety per cent of their equity will be 
wiped out in the proceeding. 

In the stock market a similar situation prevails. On 
both common and preferred stocks extraordinarily high 
yields amply protected by current earnings may be ob 
tained. There are many common stocks which can be 
bought at the lowest price-earnings ratio in years despite 
the fact that their future over the longer term favors fur- 
ther vigorous growth. 

The investor, however, should still follow the old well- 
tried rules. Over-extension continues, as always, fatal. Hold- 
ings should be diversified, not only as to the type of security 
but industrially as well as geographically. Furthermore, 
the present time is one in which he must pay particular 
attention to two other factors. There is no evidence that 
the year 1932 is to be phenomenally prosperous and it may 
well prove a further trial to many corporations. For this 
reason a high-caliber management and a strong financial 
position are particularly desirable attributes. In the fol- 
lowing pages we have endeavored to select enterprises pos 
sessing these requirements. From them the prospective in- 
vestor will be able to suit his own particular needs. 

There is just one other point. It is a mistake to place 
all available funds in the market at one time. The security 
markets may appear to move as one body, but this is not 
really the case. Just as issues in a bull market become in- 
flated before others so in a bear market do some appear 
on the bargain counter before the majority are to be found 
there. This is not only because certain industries or in- 
dividual companies feel the business slump before others 
but because the sudden forced liquidation of large holdings 
will push a particular stock far below the general price 
level. With this in mind an investor will buy a bond 
here and a stock there, over a period, until his whole pro- 
gram is completed. 
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American Tel. & Tel, Deb........ 


Although these bends ate not secured by mortgage they 
are a direct obligation of an immensely large and successful 
corporation, Moreover, the company covenants that it will 
not mortgage any of its plant without securing these debentures 
by hg or bonds of Its operating companies. Redeemable 
at 110. 





Atchison T. & 8, Fe..... 


This issue Is the personification of high elass corporate fixed 
income bearing obligations. It is secured by direct or collateral 
mortgage upon more than 8500 miles of track. Non-callable. 





Baltimore & Ohio ...........- iene 


Despite the generally deplorable railroad situation, there would 
seem to be no valid reason for fearing a commitment in these 
particular bonds. They are well secured by first mortgage and 
first collateral Hen. Callable at 105. 





Brooklyn-Manhattan Transit ‘‘A’’.... 


Secured by a collateral lien. The securities pledged cover all 
the company’s subway and elevated lines, on which, however, 
there are certain prior obligations. Interest was earned nearly 
twice over for 1930. In the ease of the proposed unification 
plan being effected, the city would redeem for cash. Callable 
at 105. 





Consolidated G, El. L. & Power of 
Baltimore 


Seeured by a mortgage on all the company’s property subject 
to prior liens. Fixed charges were earned well over 3'/2 times 
In 1930. Company Is the only enterprise supplying gas and 
electricity to Baltimore and adjacent territory and Is expected 
to benefit from the electrification of the Pennsylvania Railroad. 
Redeemable at 105. 





Corn Products Refining .......+...e. 


Very strong Industrial obligation, secured by first mortgage 
on certain properties and further secured by the deposit of other 
stocks and bonds of constituent companies. Interest earned 
— 100 and 200 times over In last five years, Callable 





Detroit Edison “DD” ......+sescecceee 


N. Y. 8. E. 


Secured by a first mortgage on certain of the company’s proper- 
ties and a general mortgage on the balance subject to prior 
liens. Fixed charges are eurrently being earned not far from 
three times over. Callable 105. 





Edison Electric Ill, of Boston........ 


N. Y. Curb 


A direct obligation of the company unsecured by mortgage. 
No mortgage, however, can be placed on any of the existing 
property without first securing these notes. Charges are well 
covered and the notes may be considered a strong short-term 
Investment. 





Humble Oil & Ref.......ceeceeccsce 


A direet obligation, but unsecured by mortgage. The Inden- 
ture, however, proteets against the imposition of prior liens. 
Standard Oi! Co, (N. J.) holds a majority of the company’s 
stoek. Interest well covered. Callable at 104. 





Illinois Steel Deb.... 


N. Y¥. 8. E. 


While unsecured by mortgage, the United States Steel Corp. 
unconditionally guarantees the payment of both principal and 
Interest. Moreover, the Issuing company covenants not to 
place any mortgage upon its property without first securing 
these debentures. Callable 105. 





Laclede Gas ...cccccccccceccccccoce 


N, Y. 8. E. 


The company supplies gas to the city of St. Louls under a per- 
petual franchise. These bonds are secured by a first mortgage 
on all Its properties. Interest, ete., covered about 1/2 times 
in 1930. Non-callable. 





Louisville Gas & Electrio ‘‘A’”’..... ee 


N. Y. 8. E. 


Subsidiary of the Standard Gas & Electrie Co. Bonds are 
secured by a mortgage on all the properties of the Loulsville 
Gas & Electrie Co. (Ky.) and further secured by the pledge 
of other securities of subsidiary companies. Interest, ete., 
covered about 1% times. Redeemable at 110. 





Midvale Steel & Ordnance ....-.++++e 


A strong short-term obligation seeured by mortgage. Further- 
more both principal and Interest are guaranteed by the Beth- 
lehem Steel Corp.. Redeemable at 105. 





New York Power & Light........... 


An open mortgage bond protected In the usual way. Company 
Is controlled by the Mohawk Hudson Power Corp., which in 
turn is controlled by the Niagara Hudson Power Corp. Interest, 
ete., last year covered about 234 times. Callable at 105. 





New York Steam ...... 


The open first mortgage bond of a company which {s steadily 
expanding under the control of the Consolidated Gas Co. of 
Now York. For. 1930, Interest was earned more than 2% 
times over. Redeemable at 105. 





New York Telephone.........ceesees 


N.Y. 8. E. 


Strongly secured by a mortgage on the entire property of the 
only telephone company operating In New York City. Interest, 
ete., covered between 3 and 4 times in each of the last five 
years. Callable at 110. 





Norfolk & Western .....sccccecesoee 


N, Y. 8. E. 


Seeured by a first mortgage on 428 miles of track and by a 
second mortgage on 193 miles. This road will be among the 
few In the country to cover fixed charges satisfactorily In the 
current year. WNon-callable. 
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Bonds (Continued ) 





Location of Coupon Recent Yield to COMMENT 
Maturity Market Rate Price Maturity 





These bonds are a 2 = bm mortgage or collateral 
Northern Pacific ‘” ML Y.BE. 78 is wu ne oro he 
expected to earn fixed charges even this year. Non-callable. 





This road is an ayy ws of the Union —_ —— 

The bonds are secured a direct mortgage on nearly 1,500 
Oregon Short Line , miles of track. Part of the issue is guaranteed as regards 

principal and interest by the Union Pacific. Non-callable. 





An open mortgage issue with the customary protections. In- 
terest, ete., is currently —_— in the neighborhood of 


Pacific Gas & Electric ‘‘O’’ 
22 times over. Callable at 





While unsecured by mortgage, these debentures are exceedingly 

g. There are only a small number outstanding and they 
underlie a capitalization of many millions of dollars in pre- 
ferred and common stock. Interest in 1930 covered more than 
50 times over. Callable 105. 


A quarter of the outstanding $120,000,000 in these deben- 
Standard Oil Co. (New Jersey) . E. tures has just been called. Unsecured by wt gh os 4 interest 
requirements covered many times over. Callable 102 








Controlled by the Consolidated Gas Co. of New York, which 
guarantees the payment of both principal and interest. Secured 

Westchester Lighting . . by mortgage on the company’s entire property on which prior 
liens are negligible. Non-redeemable. 





Company is an important subsidiary of the Electric Power & 

od ny id Teabe d ay hy “yy 

. EB. F entire property in an 0 and a pledge all 

«endear idiamaad the securities of the Western Colorado Power Co. Interest, 
ete., earned about 2% times last year. Callable 105. 





Preferred Stocks 





Dividend 
Location of Rate COMMENT 
Market $ % 





Company publishes no interim earnings statement, but from 

the general trend . the — —a ~ Is ge that 

Chemi 4 . B profits will be considerably under that jast year. t the 

att vateeeas worst, however, erage on that issue ought to be covered four 
times over. Callable at 120, 





A more than ordinarily strong financial position enables the 

company to a a — of pe hare-ae hy age Be 

Sugar Refini - 4 . will strengthen the position of the and, while dividend 

American 5 ~ coverage In recent years has not been partieularly large, com- 
pany has an exeellent record. Non-eallable. 





Current — cover — requirements — times _. 
erican Moreover, the company Is In a very strong financial position 
om ee The Issue !s very high-grade and non-callable. 


Despite the generally deplorable rallroad situation, dividends 
on this Issue Bony Bayern ~~. will af eos oad of 
: 4 times over according recent estimates. It may regard 
Atchison, Topeks & Santa Fe as a businessman’s Investment sultable for Inclusion in a 
diversified list. Non-callable. 











Earnings are very stable and dividend coverage large. For the 

: present year the disbursement will probably be covered some 

Bell Telephone of Pennsylvania S eight times over. Proposed taxation on communications ought 
In no way to affect the security of the Issue. Callable 110. 


aaa Is a age nnd 2 Power Corp. 

‘ eeent statements s e id to have been earned be- 

Buffalo, Niagara & Eastern Power : tween three and four times over. A sound commitment, whose 
low price makes it particularly attractive. Callable 261%. 


This Issue Is steadily being retired and as It Is currently sell- 

vee Ing close te the ecall-price of $52.50 a share, one can expect 

Coca-Cola “‘A : . . little In the way of price appreefation. Solely from the stand- 
point of Income seeurity, however, It Is attractive. 


be hy Re of Bb acti Thesin Py “a 

jon s , such jon greatly 

Consolidated Gas of New York ti : feared for Its adverse repereassions on the stock at present out- 
standing. The Issue Is high-grade. Callable at 105. 
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Preferred Stocks (Continued ) 





Dividend 
Location of Rate Recent Yield COMMENT 
Market 3 Price %o 





Great diversity of operations has been a stabilizing feature 
In this eompany and regardless of that which General Motors 

7 might do in the way of reducing its dividend, disbursements on 
du Pont debentures stock would still be amply margined. 
Callable 125. 


This isue Is one of the lowest priced, high-grade Investments 
available and in view of its calibre the yield may be considered 
excellent. It is, however, currently selling at the call price 
of $11 a share so that there would seem to be negligible 
chances of price appreciation. 


A reasonably strong medium-grade investment on whieh divi- 
dends have been safely covered for a number of years. The yleld 
is good and the eall-price of $115 a share leaves room for 
very considerable price appreciation. 


du Pont de Nemours N. Y. & E. 











This company is among the small minority which have actually 

a ge oy current Pye path tele oo is 

4 cumulative, while an extra mu ‘ore the common 

So  - receives anything. Non-eallable and convertible inte common 
share-for-share at any time. 





A steadily expanding company in an inherently stable business. 
Dividend last year covered more than twiee over and the mar- 


Ly Wd 
New York Steam gin this year ought to be still better. Callable 115. 





Despite the general business recession, the company’s earnings 
this year have been running ahead of 1930. The margin over 
Penney, J. C. ? 5 dividend requirements Is more than ordinarily high and the 
yleld an excellent one under the circumstances. Callable 103. 





While recent mergers have still to be consolidated, the com- 
pany operates In a field which has shown remarkable earnings 

Safeway Stores . v & ©. . stability In comparison with business in general. Affords a 
good yield and has possibilities of price appreciation. Con- 
vertible Into the $6 preferred. Callable 110. 


Suitable for those seeking strong low-priced preferred Issues. 

On a aggre A — = call he = -—- : ay leaves 

P Edi “go : J i room for considerable price appreciation. Earnings have re- 

Gouthern California Edison cently eon In the neighborhood of three times dividend 
quirements. 








There are very few instances where it is possible to participate 

- ee: In the growth of aviation on a semi-Investment basis. The 

United Aircraft ‘“‘A’’ w. w , . : warrants witness the right to purehase one-half share of com- 
mon at $30 a share up to November 1, 1938. Callable 55. 


There appears to be no valid reason why this Issue should sell 
at a price to afford such a high yield. its holdings are among 
United Corp. . & a the most important publie utility properties In the country 
and It Is inconceivable that the company’s dividend-income be 
materially reduced in the near future. Callable 55. 








Common Stocks 





ISSUE Location of Dividend Recent Yield COMMENT 
Market $ Price 





. se ee - Business — hg Kage Earnings for the current 
icl ; Re 5 year are estim: a je same as 1930. Extra 
American Obicle dividend of 25 cents payable Jan. 2, 1932. 


_ — ow been quite severely affected by depres- 

sion, Income for eurrent year Is expected to cover the 

American Tel. & Tel . present dividend by about 5%. Outlook favorable te earnings 
and price appreciation with general business Improvement. 








This Issue still stands as one of our premier rallroad comm 
stocks and, while 1931 earnings are estimated at about 37 2 
Atchison, Topeka & Santa Fe k , share, which would fall to cover the present dividend, any 
ee in the general situation will fast restore its 
nding. 





The many food specialties manufactured by this company have 
Beech-Nut Packing 4 A resulted In a more than ordinarily stable earning power. The 
yleld Is high and It will be well covered this year. 


= a a ng hyn — with the majority of 
} en lee brought about by the generally 
Chesapeake & Ohio . anfavorable railroad situation. Dividend will 

comfortably this year. - ee 








In its own field this company’s position Is Imil: 
Consolidated Gas, Baltimore Curb 3.60 60 6.0 that of the Consolidated Gas Co. of New York. "Should baneat 
materially from the Pennsylvania’s electrification scheme. 





(Please turn to next page) 
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Common Stocks (Continued ) 





8s Location of Dividend Recent Yield COMMENT 
— Market $ Price %o 





One of the strongest of our publie utility common stocks and 
6.4 it ean now be bought at a price which affords a very satis- 


Ceeeiates ee, Sew Tot gs-dieadc factory income return, with a high degree of safety. 





The goodwill attaching to a large number a cae 
1.7 cialties has held earnings very stable. Depreciation of sterling 
ee —— exchange unimportant factor. 





Present prices believed to have discounted possible cut In Gen- 
eral Motors dividend. Sales now good in specialities and will 

duPont de Nemours eeessecens . quickly show improvement in all products with increase in 
industrial activity. 





Well-managed ehain grocery which Is eurrently earning a com- 
fortable margin over present dividend requirements. Even an 

First National Stores ._ 0. extra is not impossible, for the company could well afford it 
should it so desire. 





It is thought that the company will fail to earn Its dividend 
this year by some 20 cents a share, but It is Immensely strong 

General Electric financially and the long-term future seems assured. Position 
warrants some premium over usual earnings ratio. 





Has been affected to some extent by the general decline In 
business and curtailed purchasing power. Nevertheless, Is 

General Foods : well-entrenehed and present dividend appears secure. Finan- 
cial position sound. 


Business holding ap well. Profits for this year should be 
moderately above these ef 1930. Recently declared extra in 
International Business Machine ....... segs stock. Sales field not saturated and prospects still favor 





Teaeeueeeann: tere 





The price decline In the company’s stock appears greater than 
the decline in earnings would warrant. Should Improve 
rapidly with stability in the wholesale price level. 





Company has used the depression to Improve the callbre of Its 
personnel with exeellent results. | Current earnings favorable 
and further benefit of this greater efficiency should be felt 
later. 





Unusually strong earning status In adversity. Regular divi- 
dend and also the customary $2 extra ought to be covered by 

Norfolk & Western oeecee ¢ moderate margin this year. Yet, the Issue is selling at the 
lowest price In years. 


This strong Pacific Coast — can now be —_ to afford 
cosecccecooeceeere a very satisfactory return. Recent reports show earnings to be 
Pacific Gas & Electric well maintained. Company expanding. 








Company made an excellent showing for the first six months 
of the current year. Dividend well eovered and stock affords 

Penney, J. C. ...-+-+++ renene a good income and prespective appreciation. Finanelal pos!- 
tion materially improved during the year ended June 30. 


PITRE ere) 
or 





The drastle decline In net Income and uncertain outlook have 
made this once prime Investment Issue more speculative, but 

Pennsylvania R, R, ....+.seeeeeceeeeeses current prices apparently reflect the worst and material en- 
hancement should take place as situation improves. 





ee? a — expansion fately upon an apparently 
Gamble oe sai ‘ory is, for earnings have been well maintained. 
ee a See May be considered among the most stable of Industrial issues. 





Earnings for the current year are estimated to be somewhat 
above these of 1930. A strong, well-managed utility, now 
attractive for Income and priee enhancentent. 


Has been affected moderately by the decline In public pur- 
Shattuck, F. G. ‘ chasing power, but the present regular dividend should be 
covered comfortably. 


Public Service of New Jersey .......+-+ ye 





CREE IIIT 





While the company will barely eover the regular dividend this 
Standard Brands sis year, It Is strong financially and a large block of preferred 
was recently retired to the eventual benefit of the common. 


Ho yg this Is probably the strongest company In the 

country. {t ought to be in the forefront of any recovery staned 

Standard Oil (New Jersey) ...--..++- , - by the Industry and for this reason Is an attractive holding 
for the longer term. 


Farninas In 1931 have run eonsiderably below those of 1930. 
The company, however, fs strong and engages In a great 
diversity of operations which will hasten Its recovery. 


Affording a stake In the most Important Eastern publie utility 
United Corp. ....-...seeeeeeeeeee ceccccee : . systems, this Issue has a number of clearly defined attractions, 
not the least of which Is Its present low price. 


A oo. In all divisions of the aviation industrv. Com- 
nany fs strona finanelaliv and Is onerating at a profit even at 

United Aircraft .....-.--++++++ erenneee wig ae the present time. Shonld oradually do hetter as the public 
becomes more accustomed to the habit of flying. 


While the comnany’s arowth In the fatere may he slower than 
Woolworth errr errr rer rir : . that of the nast. nevertheless It has not vet reached foll ma- 
tority. Interesting from the standpoint of stable Income. 








Union Carbide & Carbon 

















* Plus extras. 
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Opportunities for Recouping Losses 


Ten Low-Priced Stocks with Profit Prospects 


Selected by THE MAGAZINE OF WALL STREET Staff 


brought the common stocks of many strong com- 

panies definitely into the low-priced group. Here, 
can be found many members of the old “blue-chip” class. 
Their past exalted status was not always the sole result 
of fevered speculation as one is inclined to believe at the 
present time. More 


Directs declines in our security markets have 


it is not difficult to imagine an otherwise sound enterprise 
meeting receivership solely because of a deficiency of work- 
ing capital. The companies mentioned give every indica- 
tion of being able to survive the depression and 
further of being able to make a good showing 
with the inevitable—albeit belated—return to normalcy. 

As for technical con- 





siderations, it will be 





often than not they pos- 
sessed real intrinsic 
merit, but whereas this 
valuable attribute was 
much over-priced in 
days gone by, it is now 
going begging for what 
it will bring in a fear- 
ful and irrational mar- 
ket, that is as extreme 
in adversity as it was 
in opulance. 

Such a situation pres- 
ents an opportunity 
which occurs but seldom. 
It is necessary to go back 
more than ten years for 


Chrysler 
Electric Bond & Share 
Electric Power & Light 


Kelvinator 
Lorillard 


Montgomery Ward 


Standard Brands 








Low Priced Stocks 


Recent 
Price Dividend 


Ford Motor, Itd. ......--..seseee 


Mhattwok, Fi. Ge ow... cece cence 


WEE OED. io oo bons ceccciecses 
A—Depends upon sterling exchange, 


noticed that our list for 
the most part enjoys in a 
normal market sponsor- 
ship out of the ordinary. 
Furthermore, each is ac- 
“a ; tively traded either on 
aphet the New York Stock 
ain Exchange or on the New 

York Curb Exchange 
and this makes for the 
liquidity which is of 
such prime importance 
at the present time. A 
holder, owing to some 
unexpected development 
in his private affairs, 
will have no difficulty in 


$1.00 


1.20 
1.00 
1.20 

15 











the last such chance. 





Moreover, it is an oppor- 

tunity which is open to ; 
almost everyone, for the purchase of these low-priced 
securities involves but little capital. 

There are other advantages inherent in a low price. 
Persons of moderate means can purchase a reasonable num- 
ber of shares in several companies and obtain a diversifica- 
tion which is impossible at the height of a bull market. 
They might even buy a full hundred shares and in this way 
avoid the odd-lot commission. If this were done, it would 
also be found that the hundred share certificate made better 
collateral for a loan than one for a smaller number in- 
volving the same amount of money. 

Furthermore, in buying low-priced shares risk is at a 
minimum, for it is notoriously true that the closer a stock 
sells to zero the less it is affected by technical factors mak- 
ing for decline. On the other hand, there are excellent 
chances for great percentage gains in this group. Even 
in intermediate market rallies it is a common occurrence 
for issues to rise from $8 to $12 a share, while in the same 
rally the number moving from $100 to $150, will be ex- 
ceedingly small. Yet, the profit on a given sum of money 
would be the same in both cases. 

We have carefully scrutinized each individual member 
of the list of low-priced stocks which is given herewith. 
They are not, however, investments in the sense that a 
purchaser can put them away and forget them. Indeed, the 
object of the list is not investment at all, but the recouping 
of losses with a minimum risk. 

It was in order to lessen the risk that all companies 
which did not appear to be reasonably strong financially 
were automatically excluded, because in these parlous times 
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disposing of his list im- 
mediately. In addition, 
this market activity assures of some notice being given 
in the unlikely event of internal disaster, for in none of the 
issues mentioned is there the possibility of a wide-open 
break leaving a purchaser high and dry. 

In looking over the list it will be noticed that there is 
ample diversification. There are two motor stocks, one of 
which operates abroad, three public utilities, one of which 
also has extensive foreign interests, a tobacco stock, two in 
the food industry, a retailer, and a manufacturer of a com- 
paratively new mechanical device which is fast rising in 
popularity. A purchaser should avail himself of this di- 
versification to the fullest possible extent. He should not 
of course spread his available capital too thinly, because the 
minimum commission established by his broker will make 
his purchases comparatively expensive. Keeping in mind 
this objection, however, he should endeavor to buy as many 
of them as possible. 

Finally, not being investments in the strict sense any 
commitment should be closely watched. We would not, 
however, become unduly alarmed over any extraneous ad- 
verse development—further complications abroad for ex- 
ample—except possibly in the case of the two companies, 
Ford, Ltd., and Electric Bond & Share, having interests 
outside our own country. On the other hand, signs of 
a deficit or depletion of working capital should be viewed 
with the greatest misgivings, for both of these occurrences 
would jeopardize in greater or less degree the chances of 
survival. It is those companies which successfully negotiate 
the present depression that are destined to become the mar- 
ket leaders in the next period of prosperity. 
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PACIFIC GAS & ELECTRIC 








Presents Opportunity to Share in West 
Coast Growth and Development 


Natural Gas Interests Have Great Possibilities 


ELL before the Civil War and 

\Y) shortly after the gold rush of 

*49 had catapulted California 
into the spotlight of world attention a 
group of enterprising gentlemen in 
San Francisco staked out a claim in the 
artificial gas business, with an invest- 
ment of $150,000. Few gold mines, in 
California or elsewhere, have ever 
yielded so rich a return. 

That enterprise, originally known as 
the San Francisco Gas Co. and 
now the Pacific Gas & Electric Co., 
began operation seventy-seven years 
ago. It is today, after many changes 
in corporate structure and affiliation, 
one of the largest electric and gas util- 
ity systems in the world. Its plants 
and properties are valued at approxi- 
mately $650,000,000. In a 75,000 
square mile area of Northern and Cen- 
tral California—large enough to en- 
compass eight or ten of the smaller 
eastern states—it serves 


By Francis C. FuLLerton 


but from time to time the needs of ex- 
pansion have naturally involved the 
pouring in of many millions of addi- 
tional capital, with the result that the 
simple original enterprise has become 
a tremendously complicated corporate 
structure. 


Still Room to Grow 


Despite this expansion, the company 
has not yet reached the limit of its pos- 
sibilities, a fact of unusual importance 
to potential investors at a time when 
so many corporations either have passed 
the stage of dynamic growth or have 
temporarily overreached themselves. 

Two outstanding factors justify ex- 
pectation that Pacific Gas will continue 
to make progress. First is the rapid 
growth of population in its territory. 
The increase for California between 
1920 and 1930 was more than 65 per 


cent, a rate of gain far larger than for 
the country as a whole and larger than 
that of any other state. The figures 
lend much support to California's 
vaunted claims as to the attraction of 
her climate. Certainly it is attractive 
enough to draw a steady stream of resi- 
dents from less fortunate areas. Thou- 
sands of these are well-to-do individuals 
seeking comfortable retirement, with 
the result that the prosperity level of 
the state’s population also is relatively 
high. 

It is perhaps not to be expected that 
the rate of population increase of the 
last decade will continue indefinitely, 
but there is still room for important 
expansion and this can scarcely fail to 
constitute an inherent advantage for 
Pacific Gas. 

The second factor holding unusual 
promise for the company is its deverop- 
ment of the sale of natural gas, a com: 
- paratively new field. 
This marks an interest: 











more than 700,000 cus- 
tomers with electricity 
and more than 500,000 
with gas. 

The identities of the 
individuals who 
launched this business 


Pacific Gas & Electric Earnings 


(Nine months ending September 30, 1931) 
1981 


Gross revenues 


ing cycle in its opera: 
tions. As its name im- 
plies, the corporation’s 
first activities were in 
gas—artificial gas. For 


1980 
many years they were 


$65,488,930 


exclusively in gas. 
Then came the vast 
and rapid development 
of electricity and with 
in a short time this be- 
came the company’s 
most important field. It 
will no doubt remain 
predominantly an elec- 
tric utility. This source 
now supplies approxi- 
mately 75% of its 
= total gross revenues 
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28,345,415 
7,706,176 
29,388,339 
11,229,043 
2.62 
18,159,296 
5,760,165 
5.27 
8,481,090 
2.19 

2.62 


Operating expenses and taxes 
Depreciation 
Balance available for interest 


have long since been 
shrouded in the mists 
of time. No doubt 
they failed to realize 
more than a trifling 
part of the profits ulti- 
mately returned. Over 
the years’ ownership 
has passed, directly or 
indirectly, to many 
thousands of security 
holders. Their reward 
has been _ substantial 
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Balance for dividends 
Preferred dividends 
Earned on preferred stock 
Common dividends 
Earned on common 
Full year common earnings (estimated) 























and, as above indicated, is subject to 


further growth. 

It is not subject to such fast growth, 

however, as the utilization of natural 

This field, representing a new 
hase of the identical business which 
the company started seventy-seven 
years ago, offers dynamic possibilities in 
coming years. The presence of large 
quantities of natural gas in California 
has long been known but it has be- 
come of commercial importance largely 
because of the extensive drilling of oil 
wells in recent years and commercial- 
ization also has been aided by a state 
law forbidding wastage of the gas and 
thereby forcing oil companies to seek a 
market for it. The only practical 
method of distribution is through the 
existing public utilities. 

The supply appears assured, it being 
estimated that the Kettleman Hills field 
alone can produce 400,000,000 cubic 
feet of gas daily for 


ous mergers. In 1927 it took over 
California properties formerly con- 
trolled by the Standard Gas & Electric 
Co. These were Western States Gas 
& Electric Co., Sierra & San Francisco 
Power Co., Coast Valleys Gas & Elec- 
tric Co., and Del Monte Light & Power 
Co. These properties lay within the 
natural operating sphere of Pacific Gas 
and their acquisition permitted im- 
proved service and lower cost. In con- 
sideration of the exchange Standard 
Gas & Electric received a moderate 
cash payment and 260,000 shares of 
Pacific Gas common stock, which, as 
far as is known, it still owns. 

A much larger acquisition was made 
in June, 1930, when the company took 
over extensive California utilities con- 
trolled by the North American Co. 
through its subsidiary, the Western 
Power Co. ‘These included Great 
Western Power Co., San Joaquin 


territory which the company serves. 
Accomplishment of so broad a 
merger program in a short period of 
time involves obvious difficulties. A 
substantial period will be required to 
digest the acquired properties and to 
achieve the maximum benefits from 
them. Meanwhile the effect is at least 
to some extent a dilution of per share 
earnings. The earning power of the 
companies acquired was, at the time of 
acquisition, somewhat under the earn- 
ing power of the 1,825,000 shares of 

Pacific Gas given in exchange. 
Expansion has greatly increased the 
capitalization of Pacific Gas and the 
rounding out of its program appears to 
call for additional substantial sums of 
capital each year. Whatever criticism 
may be directed against these factors 
would seem to be more than offset by 
the obvious operating economies that 
can be effected, by the company’s con- 
servative financial pol- 





the next seventy-five 
years. Pacific Gas be- 
gan active develop- 
ment of natural gas 
in 1928 and now has 
two pipe lines from 
the fields to its con- 
suming markets, one 
of these owned joint- 
ly with the Standard 
Oil Co. of California. 
The pipe lines are re- 
spectively 22 and 26 
inches in diameter, 
enabling Pacific Gas 
to transmit 135,000,- 
000 cubic feet of gas 
daily. By the con- 
struction of interme- 
diate compressor sta- 
tions this can later be 
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ELECTRIC Co-Common Stock of 


icies and by its record 
successful and 
profitable expansion in 
the past. 

The company has 
frequently issued new 
securities for capital 
purposes but has con- 
sistently maintained a 
capital ratio of ap- 
proximately 53% 
bonds, 22% preferred 
stocks and 25% com- 
mon stock. This set- 
up allows consider- 
able measure of lever- 
age for the common, 
but because of stabil- 
ity of earning power 
this factor has not yet 
proved of investment 
importance. 


193} 








increased to 250,000,- 
000 cubic feet a day, 
without involving more than moderate 
capital expense. The result should be 
a larger margin of profit out of ex- 
panded future sales than can be had 
in the initial phase of the development. 

Indeed, one of the adverse initial 
effects is to lower gross gas revenues. 
To encourage use of natural gas, rates 
have been lowered. Moreover, natural 
gas has a substantially higher heating 
quality than its artificial rival, with 
the result that domestic consumers 
burn less than formerly. The lower 
cost and higher values, however, must 
ultimately create a larger mass market 
for, while artificial gas was used largely 
for cooking, natural gas is practical for 
house and water heating. It also is 
suitable to large industrial application. 

The growth of Pacific Gas, of course, 
las not been entirely internal. Par- 
ticularly in recent years, it has taken 
over extensive properties through vari- 
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Light & Power Corp., Midland Coun- 
ties Public Service Corp., Feather River 
Power Co., California Electric Gen- 
erating Co., and the Napa Valley Elec- 
tric Co. 

Aside from providing for a $19,- 
180,000 floating indebtedness of these 
companies, Pacific Gas paid 1,825,000 
shares of its common stock to Western 
Power Co. Thus, North American in- 
terests hold a very large stake in Pacific 
Gas. It is possible that the association 
between these two giants in future will 
become even closer, perhaps resulting 
in eventual merger. 

Other large blocks of the stock are 
privately held, with the result that the 
floating supply is usually small and 
market fluctuations relatively narrow. 
The common stock has not yet become 
a popular or leading issue. There are 
approximately 30,000 shareholders, the 
great majority of whom reside in the 


There are 6,240,- 
522 shares of common now outstand- 
ing. With the exception of two years, 
1914 and 1918, dividends have been 
paid continuously since 1912. The 
stock was split four-for-one in 1927 
and the present dividend rate of $2 was 
established, equivalent to the former 
dividend of $8 on the old stock. In 
addition, stock rights have been offered 
six times, swelling the return to par- 
ticipating shareholders. 

Like most other operating: utilities, 
Pacific Gas has demonstrated its de- 
pression-proof characteristics during 
this difficult year 1931. Gross reve- 
nues for the first nine months of the 
year amounted to $66,461,931 or 
slightly more than $1,000,000 above 
the figure for the corresponding period 
of 1930. Fixed charges were covered 
more than two and one-half times. 
Earnings per share of common were 

(Please turn to page 294) 
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STANDARD OIL (N. J.) 








Strength in Diversity of 


Operation 


Leading Company Offers Completely 
Integrated Stake in Oil 


By Ronatp P. Hartwey 


Industry 








HAT is this magic pos- 
sessed by the parent of 
the Standard Oils? What 
is the secret whereby the com- 
pany can see its offspring be- 
come “billion-dollar babies” and 
still itself continue as the most 
important factor in the industry? 
Perhaps the answer lies in the 
dynamic character of the oil 
business with its great potentiali- 
ties. Perhaps it is to be found in 
the inherent strength and organi- 
zation of the Jersey company. 
Its influence is world-wide. 
Under its aegis men erect der- 
ricks and prick the surface of the 
globe in many strange lands. 
Others take the resulting evil 
smelling oil and perform for the 
company miracles of modern 
alchemy in climates hot and cold. 
Its ships sail the seven seas. Its 
trucks travel the highways of the 
land, while underneath its sub- 
terranean rivers flow in countless 





Activities of Standard Oil 
(N. J.) 
Crude Production 
Domestic and foreign 
Refining : 
Domestic and foreign 
Transportation and Distribution 
Tankers, pipelines, trucks 
Retailing 
Service stations 
Manufacturing 
Chemicals and proprietary 
products 
Research 
Chemical and engineering 
Hydrogenation 
Natural Gas. 


Having assured itself of an 
adequate supply of crude, the 
Standard Oil Co. (N. J.) pro 
ceeds to its own refineries. Of 
these, those located in the United 
States have a greater capacity 
than all its foreign plants put to- 
gether. The latter, however, are 
distributed in more than a dozen 
different countries stretching 
from one end of the world to the 
other. 

From wells and refineries to 
transportation and distribution is 
a logical step. Here again the 
company appears to possess ample 
facilities. | Approximately 150 
tankers are operated carrying 
both crude and refined products 
in coastwise and international 
trade. Other physical property 
employed in this division in 
cludes some 4,000 miles of trunk 
pipelines between 16,000 and 
17,000 trucks, and service sta: 
tions extending throughout the 

















miles of steel pipe. In fact it is 
its very diversity of operations 
that has contributed to the stability of 
the company. 


World-Wide Activities 


From a producing standpoint, the 
company while meriting no superlatives 
is nevertheless a very important factor. 
Last year it was responsible for more 
than 7% of the world’s crude oil sup- 
ply. Of the company’s total produc- 
tion, about half was brought to the sur- 
face in this country through subsidi- 
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aries. Among the most important of 
these are the Humble Oil & Refining 
Co., operating for the most part in 
Texas; the Carter Oil Co., a mid- 
continental producer; and the Stand- 
ard Oil Co. of Louisiana. 

Abroad, the Standard Oil Co. (N. 
J.) is represented by the International 
Petroleum Co., Ltd., producing in 
Peru and Colombia, while other sub- 
sidiaries produce in the Dutch East In- 
dies, Roumania, Poland, Venezuela 
and Mexico. 


Eastern Seaboard of the United 

States. 
In addition to producing, refining and 
transporting crudeoil and its derivatives, 
Standard Oil Co., (N. J.), engages in 
a number of other activities. It is, for 
example, a very important factor in the 
natural gas field. Its subsidiaries, op 
erating in West Virginia, Ohio, Penn 
sylvania and other states, produce large 
quantities of this fuel which is sold to 
various public utilities. Important 
quantities of natural gas gasoline are 
also obtained. The company shares 
with General Motors the ownership of 


THE MAGAZINE OF WALL STREET 











[js 





wor 
arol 


dol 





for 








the Ethyl Gasoline Corp., which pro- Apart from this the big Standard happens to be wanted at the time. 































duces and markets a special fluid for Oil company’s progressiveness has been The corporate status of the process 

YY production of anti-knock motor fuel. intensive rather than extensive. Re- is somewhat complicated. Just about 
finery efficiency has steadily improved. two years ago the Standard Oil Co. 

Research and Expansion Old equipment is continually being (N. J.) and the I. G. Farbenindustrie 


replaced with new and old processes A. G. pooled all their patent rights, 
Standard Oil Development Co., yet are giving way to modern methods. for the whole world with the exception 
another subsidiary, comprises the cen- Every effort is made to utilize by- of Germany, in a new company which 
tral research organization. Not only products and the company produces was called Standard I. G. Later, a new 
does it engage in both chemical and en- important quantities of certain higher company was organized, Hydro Patents 
gineering research itself, but it must co- alcohols and solvents from refinery Co., which holds the United States 
ordinate similar activities throughout gases. patents pertaining to the process and is 
the entire enterprise. The development in which the great- also exclusive licensee for the whole sys- 
The Standard Oil Co. (N. J.) has est public interest is displayed, how- tem in this country. Stock in Hydro 
ever been progressive. Was it not ever, is the hydrogenation of coal and Patents is held by those companies de- 
progressiveness which once contem- oil. This process which is undertaken  siring to use the process in proportion 
plated, and very nearly obtained, a by high-pressure synthesis to the lay- to their refining capacity. Meanwhile 
world monopoly of the petroleum in- man is much akin to unscrambling an yet another company was formed 
dustry? Blame the late Theodore egg. More specifically, it appears that which has the exclusive right to license 
Roosevelt, trust-busting President and by adding hydrogen in controllable the process outside the United States 
his merry cohorts for the failure. Also quantities to the carbon contained in and Germany. 
blame them incidentally for much of coal, coal tar, oil and shale a lighter There are now, or shortly will be, 
the present day chaos and appalling hydro-carbon such as gasoline is ob- three hydrogenation plants in this 
waste of an irreplacable natural re- tained. Virtually, it means that every country, having a combined capacity of 
source. This, however, is another ounce of oil in a barrel can be turned about 5,000 barrels a day. The ex- 
story. We are now concerned with to gasoline, or to kerosene, or whatever tremely low price of petroleum prod- 
progressiveness which in this ucts has probably been a deterrent 
case has taken a somewhat different to the more universal use of the 
turn from that of twenty or more . ; process, but should any scarcity of 
years ago, despite the fact that the | oil develop in the future its value 
of an § recent negotiations with a view to- , could hardly be over-estimated. 
e, the § wards a merger with the Standard Imagine what it means to a coun- 
) pro B Oil Co. of California have been try like England, having plenty of 
. Of charged by some to be a revival of coal but no oil, to be assured that 
Jnited old leanings. This, however, is there will always be an adequate 
pacity § far from true in actuality, although supply of gasoline at a moderate 
ut to’ § the union would result in by far price. 
t, are the largest oil company in the Incidentally, it might be men- 
dozen world, having total resources tioned that the Standard Oil Co. 
tching 7 around the two-and-a-half billion- (N. J.) has but very recently per- 
to the dollar mark. (Please turn to page 294) 
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GENERAL ELECTRIC CO. 








A. Leader for Forty Years 


Steady Growth of Electric Consumption Assures Long 
Range Future Despite Temporarily Retarding Influences 


day »osition of industrial emi- 

nence may be said to result from 
forty years of successful pioneering. A 
simple explanation which appears ridic- 
ulously easy in the saying. It is, 
however, no less difficult to actually 
carry out than for an individual to 
accumulate a fortune solely by deposit- 
ing $10 a week for nearly two-score 
years in savings banks where the con- 
stantly mounting sum can be counted 
upon to gather interest. 

It was in 1879 that the late Thomas 
A. Edison invented his incandescent 
lamp and three years afterwards that 
he completed the first central station 
for the generation and sale of electric 
power. The industry 
was still a feeble in 
fant ten years later 
when the present 
General Electric Co. 
entered the field as a 
merger of the Edison 
General Electric Co. 
and the Thomas 
Houston Electric Co. 

That it grew lustily, 
however, can be clear: 
ly seen from. every’ 
day observation. The 
General Electric Co. 
grew with it. The 
latter's sales increased 
from less than $12,- 
000,000 in 1893 to a 
peak of more than 
$415,000,000 in 1929 
But even this does not 
show the compeny* 
growth in the best 
possible light, for it 
fails to take into con- 
sideration, among 
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( a a8 ELECTRIC'S present 


By J. C. Crrrrorp 


other things, that the giant Electric 
Bond & Share was once a wholly 
owned subsidiary of General Electric. 


Pioneer in Development 


Such are the rewards of starting 
with an industry and remaining one 
jump ahead of competitors. More 
specifically it has meant unremitting 
research and the courage to apply the 
fruits commercially. It was the Gen- 
eral Electric Co. which developed the 
Curtis steam turbine for the generation 
of electric current on a large scale. The 
original unit was installed in a Chicago 
station of the Commonwealth Edison 
Co. in the year 1902. 


The Most Powerful X-Ray Tube in the World, Brought Out This 
Year as a Product of General Electric Research 


General Electric also pioneered in 
arc lighting, electric welding and the 
application of electric power to ships 
and to locomotives. It perfected the 
multiple unit control whereby one man 
can control all the motors in an electric 
train. With others, it helped to found 
the Radio Corp. in the period which 
immediately followed the World War. 
Indeed, there is no phase of the elec: 
trical industry in which General Elec- 
tric does not have, or has not had, a 
very deep interest. 

Just as it is impossible to depict 
“life” by detailing the physical char- 
acteristics of a living organism, so it is 
impossible to give the true status of 
the General Electric Co. by merely 

listing its properties 

and activities. Yet, 
the diversity and size 
_ shown by such an 

examination is im: 

pressive. 

. The General Elec 

tric Co. is now pri 

marily a manufactur 
ing concern, but prior 
to 1925 when the 

Electric Bond & Share 

was distributed to its 

stockholders this was 
of course less true. 

The company’s plants 

make practically all 

things electrical— 
from the minutest 
surgical appliances to 
mammoth generat: 
ors and motors of 
staggering power. 

There are eleven of 

these plants in the 

United States exclud: 

ing about the same 
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number of incandescent lamp factories. 
Domestic distribution is effected 


through the General Electric Supply 
Corp., which with a number of smaller 
distributing organizations makes the 
company’s products easily available 
throughout the country. 


Foreign Position 


Abroad, the company’s position is 
strongly situated. The Canadian Gen- 
eral Electric Co., Ltd., a subsidiary, 
handles the business originating in the 
Dominion, while another subsidiary, 
the International Gen- 


other two companies in the National 
Broadcasting Co., RCA Victor, RCA 
Photophone, RCA Radiotron and Gen- 
eral Motors Radio Corp. As the re- 
sult of these arrangements, General 
Electric’s holdings in Radio Corp. were 
increased to nearly 32% of the voting 
control and this together with the 
stock owned by the Westinghouse 
company constitutes actual control. The 
Government, however, has brought suit 
to test the legality of the proceedings 
under the Sherman Anti-Trust laws, 
although no decision has yet been given. 

The General Electric Co. is just as 


due in 1942, amounts to slightly more 
than $2,000,000. Incidentally, these 
bonds are probably the strongest in- 
dustrial obligation in the world, for in- 
terest requirements have been earned 
between a hundred and two hundred 
times over in each of the past five 
years. 


Stock Dividends 


The 6% cumulative special stock 
has no voting power, is redeemable at 
$11 a share on ninety days’ notice and 
has an investment status. It was dis- 
tributed as a series of 
stock dividends to 





eral Electric Co., Inc., 
is the concentration 
point for General 
Electric's | manufac- 
turing, selling, engi- 
neering and _ public 
utility enterprises 
throughout the rest 
of the world. The 
International com- 
pany in addition to 
having a number of 
wholly owned and 
widely scattered sub- 
sidiaries of its own, 
possesses large minor- 
ity interests in many 
leading European and 
Japanese  manufac- 
turers of electrical 
equipment. It also 
utilizes its world-wide 
organization to dis- 
tribute the products 
of a number of other 
American manufac- 
turers. 

The parent com- 
pany’s other interests 
include the wholly 
owned General Elec- 
tric Realty Corp., 
which was recently 
formed to take over 
realty other than that 


PRICE SCALE 





1920 1921 
% RECENT PRICE 


CGeNERAL Evectric Co. 


COMMON STOCK 


ON BASIS OF 100 DOLLAR PAR 
SHARES OUTSTANDING DURING 
THE YEAR OF 1920 


1922. 1923 1924 1925 1926 1927 1928 1929 


1930 193! 


common stockholders 
during the years 1922 
to 1926 inclusive. The 
present large amount 
of common outstand- 
ing is largely the re- 
sult of “split-ups” 
and stock dividends. 
In 1926 each share of 
old $100 par com- 
mon stock was 
changed into four 
shares of no-par stock 
and the latter in turn 
was split four-for-one 
in 1930. 

Until 1929, except 
for relatively unim- 
portant recessions 
General Electric’s net 
income showed a 
steady increase since 
its formation. But it 
could not be expected 
that the present de- 
pression would be 
without effect, par- 
ticularly in view of 
the peak from which 
the electrical equip- 
ment industry had to 
fall. In 1929, Gen- 
eral Electric’s net in- 
come totaled $67,- 
290,000, while for 
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used by active manu- 
facturing plants or 
held for their expansion; the General 
Electric Employees Securities Corp., 
which was designed to provide a safe, 
and convenient depository for em- 
ployee funds; and finally large holdings 
in the Radio Corp. of America. 

General Electric’s position in rela- 
tion to Radio Corp. was materially 
altered last year. At that time stock- 
holders of the latter approved a plan 
whereby for a stock consideration their 
company acquired virtually all the 
facilities of the General Electric and 
Westinghouse companies for the mak- 
ing of radio receiving sets and their 
equipment. Furthermore, the Radio 
Corp. acquired the holdings of the 
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impressive financially as physically. 
Here, the company’s remarkable ex- 
pansion has been reflected by greater 
and greater earnings and stronger and 
stronger balance sheets. Indeed, by far 
the greater part of its plant expansion 
has been financed out of earnings. 
Since organization some $327,000,000 
has been spent on additional facilities, 
of which less than one-fourth repre- 
sents “new” money. 

The present capitalization of the 
General Electric Co. consists of $42,- 
929,000 in 6% cumulative special 
stock of $10 par value and 28,845,928 
shares of no par common stock. Funded 
debt, in the form of 3/.% debentures 


1930 it fell to $57,- 
491,000. These earnings after dividends 
on the special stock were equal to $2.24 
and $1.90 a share, respectively. For 
the. first nine months of 1931 net 
income was equivalent to $1.07 a share 
which compares with $1.47 for the cor- 
responding period of 1930, indicating 
that the forces of depression are be- 
coming increasingly operative. Added 
weight is given this conclusion by rea- 
son of the fact that the September 
quarter was the worst of the year. 
General Electric possesses the en- 
viable record of having paid cash divi- 
dends on its common stock continu- 
ously for more than thirty years. From 
(Please turn to page 297) 
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Market Indicators 

















I. C. C. and the Railroads 


The Interstate Commerce Commis- 
sion, long looked upon by investors as 
among the Powers of Evil, is appar- 
ently undergoing a change of heart. In 
the recently published annual report to 
Congress there was clear evidence of a 
more lenient policy—a disposition to 
view the railroads’ oppressive problems 
more sympathetically. Among the more 
important recommendations were that 
an investigation should be made into 
competitive services with a view to 
placing them upon a more ¢ juitable 
basis, that common-carrier busses 
should be regulated and there was also 
repeated the recommendation that the 
so-called recapture clause should be re- 
pealed. Such a change of policy as is 
indicated may over the longer term 
have far-reaching favorable affects 
upon railroad stocks and bonds and 
further developments along the same 
lines undoubtedly will be watched with 
the deepest interest by the holders of 
these securities. 


* * * 


A Canadian Chain Store 


Operating throughout the Eastern 
part of Canada, Dominion Stores, Ltd., 


For Profit 


has expanded consistently since its for- 
mation in 1921. The seventeen stores 
originally operated in Toronto have 
grown to some 570, about a sixth of 
which have meat markets. Gross sales 
and profits have expanded similarly 
and not the least significant feature of 
the company’s increasing size is that 
per share earnings have been almost 
without exception larger in each suc- 
ceeding year. Indeed, the only set- 
back occurred last year when earnings 
amounted to $2.08 a common share 
against $2.31 for 1929. For the first 
six monthe of 1931, 97 cents a share 
was reported compared with 88 cents 
for the corresponding previous period, 
based in all cases on a sole capitaliza- 
tion of 277,715 shares of no-par com- 
mon stock. 

Cash dividends have been paid in 
every year since 1923, the present regu- 
lar rate being $1.20 a share annually. 
The company, however, has declared 
an extra of 30 cents which is payable 
on January 2, 1931. It has been ofh- 
cially stated that the latter payment 
was not because of any phenomenal 
increase in earnings, but was rather the 
part distribution of surplus funds pre- 
viously held for expansion. Neverthe- 
less, even the regular rate affords the 


very satisfactory yield of 8% at the 
present price of $15 a share. More- 
over, despite the fact that Canadian 
funds are at a discount of some 20% 
the company has established a policy 
of paying in American dollars. As 
revenues are derived solely in the for- 
mer currency, the policy virtually 
amounts to the distribution of an extra 
dividend by the amount that the 
Canadian dollar sells below par. 


* * 


Plausible Theory 


In a recent conversation between 
two students of the stock market a 
point was made which may well be of 
guidance to others. The first individual 
was expressing gratification that the 
commitments which he had lately made 
in a number of high-class securities of 
all sorts had declined on the average 
only about 10% whereas there were 


‘many other issues quoted 50% or more 


below the levels at which they stood 
when he entered the market. The sec- 
ond admitted that the showing was 2 
good one but that it was yet too early 
for self-congratulation, for the sound 
judgment originally used was not be- 
ing carried to its logical conclusion. 
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ares DIVIDENDS 
Company Ticker | List-| Rat- Business Funded Bh no Par - Record 
aye.) 00 ous ing Rate |Payable aa. 
1 | Bendix Aviation............. BEX | N | B2 | Aircraft & auto accessories...... None 2,097,644 No 1.00 -1/2 12/10 
bye |) errr. BST N Bl | Apparel re’ 950,000-M 300,000 No 2.00 | g-12/15 11/25 
3] Delaware & Hudson......... DH N D2*/| Anthracite carrier 70,000,000 §15,735 100 9.00 | g-12/21 11/27 
4 |WGeneral -lectric Co.......... GL N Bl lectrical equipment 2,047,000 28,845,927 No 1.60 | q-10/24 10/2 
fe Se = eee KG N Bl | 5-and-10-cent 18,686,242 5,517,929 10 1.60 | q-12/31 12/11 
61 Masy Go., R.\H.........5.5 MZ N Bl ding N. Y. dept. store. 900,000-M| 1,437,672 No $3.00 | q-2/15 1/22 
7| National Biscuit.............| BI N Bl | Biscuits, cake and bread None 6,286,238 10 2.80 | g-1/15 | 12/18 
8| Pacific Gas & Electric........ PCG | N | Al | Power & light atili 231,366,000 5,673,938 25 2.00 | q-10/15 9/30 
91 Pomner Ce., 8: C.i... 22.5.5: PEJ N Bl | Dry goods chain »283,000 2,466,908 No 2.40 | g-12/31 G12/19 
10 | Real Silk Hosiery............ RSH | N C3 | Hosiery producer 1,000,000 200,000 10 7/1/)31 div. p assed 
11 | Remington Rand............ RR N Office ment 20,720,000 1,338,060 No 4/1/|31 div. pjassed 
12 | Sears, Roebuck Ry RR Ss N Bl | Mail se None 4,537,654 No 2.50 | q-11/2 10/' . 
13 | Standard Oil of N.J......... J N Cl | Integrated oil co 167,660,060 25,564,306 25 1.00*| g-12/15 11/1 




















M—Mortgages S—Pilus annual stock dividend of 5% payable 2/15/32 G—Ex-div. 12/18 * Revised rating 


t—Earnings net adjusted to present capitalization Z—Paid 4% stock div. in 1928, 1929, 1930, and 2% in 1931 
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The Stockholder 





and Income 


He contended that some of the least 
depressed issues should be sold and the 
funds distributed among those which 
had been hardest hit. In this way the 
increased stock market purchasing 
power would be employed to the fullest 
advantage. 

There is undoubtedly something in 
the theory for the greatest profits will 
be made in those companies, now thor- 
oughly depressed, which revive even- 
tually. On the other hand, anyone de- 
sirious of practicing such a scheme 
must remember that it tends to make 
an investment list constantly more 
speculative and for this reason will be 
unsuited to many. 


* + #* 


Air-conditioning 


The regulation of temperature and 
humidity indoors regardless of whether 
it be summer or winter outside has for 
some time been looked upon as the 
possible development which will lift us 
out of the present depression. In view 
of the magnitude of these claims, the 
progress being made by the industry is 
a matter of importance. 

There are now nearly 5,000 factories 
in the United States which have in- 


stalled air-conditioning apparatus, while 
the number of theatres, motion picture 
houses and other places so equipped, is 
constantly increasing. A number of 
ocean liners offer this comfort to their 
passengers in certain of the public 
rooms and there are also a few office 
buildings similarly situated. The most 
important development, however, was 
the recent report that equipment suit- 
able for the average home and selling 
for less than $1,500 would soon be 
marketed. The apparatus both heats 
and humidifies the air in the winter 
and cools and dries it in the summer. 
While it is yet too early to commence 
the selection of companies which are 
likely to participate to the full in the 
new industry, it would be well to bear 
in mind that a satisfactory opportunity 
either for investment or speculation 
will undoubtedly be presented within 
the next year or two. 


* %* * 


Bonds 


The recent bond market in which 
prices crumbled like a sand castle in 
a raging surf has been one of the 
most disquieting features of the present 
catastrophe. What have been the rea- 











sons for it? In the first place there has 
undoubtedly been a lowering of. in- 
trinsic merit. The decline in prices, 
however, far exceeded any decline war- 
ranted on this score and one is forced 
to look for further causes. Among 
these may be mentioned that the bond 
market is a thin investment market en- 
tirely unsuited to liquidation, but that 
it was lately called upon to absorb 
waves and waves of selling on the part 
of those individuals and institutions 
desiring liquidity at any cost. There 
were no speculators on the sidelines 
willing to hold bonds for a few days or 
weeks because they appeared reason- 
ably priced. There were no short sel- 
lers wanting to take a few points profit, 
with all that this implies in the way of 
a broader and more stable market. 
True, the market staged an abrupt re- 
versal towards the end of last week. 
Two “wrongs,” however, seldom make 
a “right” and the damage done on the 
decline by the resultant bank failures 
and the aggravation of investors’ fear 
has not been remedied by the recent 
rise. Many of our lawmakers appear 
to want these dangerously wide price 
movements duplicated on an _ even 
larger scale in the stock and commodity 
markets. They had better be careful. 
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EARNINGS PRICE RANGE Bis per ~~ 
Annual Interim 1930 1931 Split-up See Comment 
1929 1930 1930 1931 High Low High Low or Stk. Div. Page 

3.54 0.56 0.81se9 | 0.85se9 57% 144 25 , Sf SPREE 292 Good business gains recently registered 1 
6.52ja | 4.20ja | 1.99716 | 1.73716 56% 30% 416% 19 2:1 10/1/29 291 Strong co.; full yr. net may be $3.75 a share| 2 
15.14 9.10 N.F. | 0.73se9| 181 130% 157% _, a RR See 292 First 10 months operating income off 33.7% | 3 
2.24 1.90 1.47se9 | 1.07se9 95% 41 5434 22 4:1 1/30 280 Net below div. needs but has huge reserves 4 
2.68 Se” Nees sas chs ode ee 364 26% 295% 15 50% 3/29 291 Full year 1931 net likely to exceed °30 5 
6.86ja | 6.70ja| 6.70ja| 4.8lja | 159 81% 106% 50 5% 2/31 291 Net i may approximate last year’s 6 
3.28 3.40 2.49se9 | 2.10se9 93 68% 83 1 36: 2.5:1 3/30 291 Financially strong but barely covering div. 7 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








Personal Investment Talk No. 16 


Investment Policy in a 
Reorganization 


The Effort to Recoup Losses Involves Risk 
of Throwing Good Money After Bad 


By Jonn Duranp 


T the outset of any discussion as to investment pro- 
cedure in a reorganization it is essential to distinguish 
between reorganizations which have been precipitated 

by failure, and readjustments of capital structure which 
accompany success. Both types of reorganization usually 
involve some replacement of senior by junior securities; 
but the former is beset with more perplexities to security 
holders than are ordinarily found in the latter. 

Of course the ideal solution of all reorganization prob- 
lems is to avoid buying into companies which are likely 
to drift into receivership; but if you do happen to 
be the unfortunate owner of securities issued by companies 
whose affairs are drifting from bad to worse, then the next 
best procedure is to get out as quickly as possible before 
the crash comes. An ounce of prevention is worth a pound 
of cure, and it is usually better to pocket a small loss now 
than a big loss later. If instinct can lead the rats to desert 
a sinking ship, then intelligence ought to warn human be- 
ings to move out still earlier when the old hulk begins to 
show signs of decay. 

This is unquestionably sound advice, and yet a number 
of investors will always be caught in a receivership. It 
must be so, because. outstanding securities are always owned 
by some one. Why do investors hold on to the bitter end? 
Many explanations might be cited. Sometimes security 
holders just neglect to keep posted on the condition and 
mg of companies in which they are financially inter- 

. Perhaps the stock was purchased merely as a short 
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term speculation, and then retained through lack of courage 
to admit an initial error in judgment. On the other hand, 
it is sometimes inexpedient, and often impossible, to dispose 
of holdings which are large enough to carry a controlling 
voice in the management. 

The proper action to be taken by holders of securities 
issued by a company which is actually faced with receiver- 
ship varies considerably with each individual case, though 
it will be profitable to examine certain general principles 
which are more or less applicable to all such situations. 

The premonitory signs of approaching insolvency are 
similar in most instances—declining profits, reduction and 
then omission of common dividends, inability to market 
new securities to replenish working capital, passing of pre’ 
ferred dividends, default in bond redemptions or interest 
payments. Often a receiver is appointed, however, before 
actual default is made on the bonds, as a result of failure 
to meet prior claims, such as bank loans or other obligations. 

Of course the receivership leads to immediate default 
on all payments of interest and maturing principal. Com- 
mittees are then usually formed by the various classes of 
creditors to protect their own group interests. Sometimes 
a bondholders’ protective committee is formed prior to re 
ceivership in instances where default is threatened on the 
bonds. Ordinarily it is to the best interest of security 
holders to deposit their holdings with such protective com: 
mittees. Concerted action through a protective committee 
distributes the cost of enforcing claims, makes it possible 
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to secure the assistance of able legal talent, and ensures 
equal treatment for both large and small holders. 

Practically the first problem that has to be solved after 
a receiver is appointed will be whether the company is to 
be reorganized or liquidated. The winding up of a com- 
pany is almost certain to bring huge losses to all holders 
of its securities, and is to be avoided except as a last resort. 
If unfavorable circumstances which caused the failure are 
of temporary nature—as is frequently the case during a 
general business depression—or if adverse conditions can 
be remedied or ameliorated, then it usually will be decided 
to reorganize. 


The Need for New Money 


On first thought it might be supposed that the holders 
of first mortgage bonds would favor liquidation rather than 
risk patching up the old business to limp along toward a 
second possible receivership. If credence could be given to 
the ordinary balance sheet it should be the safest procedure 
for such creditors to foreclose on their lien and thereby 
obtain payment of principal and interest in full. In prac- 
tice it turns out rather paradoxically that security of even 
the first mortgage bondholder rests upon the earning power 
of the company rather than upon the stated book value 
of its assets. Most assets have little more than junk value, 
especially at forced sale, unless they can be utilized to earn 
money. If the company now in receivership cannot earn 
money with its assets, who else will risk the attempt? 

In order to visualize more clearly the difficult situation 
that must be corrected by reorganization before a business 
that has failed can begin to operate again effectively, let 
us examine more in detail the steps which generally lead 
down to receivership. As earnings decline, the company 
resorts to bank loans or the issuance of additional bonds in 
order to tide itself over what is hoped to be only a tem- 
porary period of embarrassment. The resulting increase 
in fixed charges eats further into profits. Then follows 
neglect of the property. Cost saving equipment is no 
longer purchased. 


Stockholders, both common and preferred of all types 
and classes, are of course the owners of the business and as 
such take the greatest risks and must make the first and 
heaviest sacrifices when trouble comes, just as they enjoy 
the greatest benefits in times of prosperity; while bond- 
holders, as creditors, do not usually suffer until the equities 
of stockholders have been practically exhausted. 

Bondholders, like other creditors, are in turn subject to 
wide distinctions among themselves. In the strongest posi- 
tion are owners of the first mortgage bonds covering essen- 
tial and valuable properties. In most cases, their liens rank 
prior to all other important claims except taxes, and such 
bonds are rarely disturbed even in drastic reorganizations. 
Then come junior mortgage bonds of many possible grades, 
followed by debentures which lack mortgage security 
although their interest service is a fixed charge of the com- 
pany, and last of all the adjustment and income bonds on 
which even the interest is often payable only if earned. 


Ordinarily, the holders of old common stock already see 
their equity almost, if not completely, wiped out and their 
holdings selling so low in the open market that they will 
prefer to surrender their interests entirely rather than pay 
more than a small assessment in order to preserve the 
shadow of their rights. 

Owners of the preferred stocks, if any, will probably 
be forced to take common stock in settlement of their 
claims—especially if there is a considerable accumulation 
of unpaid dividends and as large a cash assessment will 
be levied as the apparent present worth of their equity 
will lead holders to consider. 


Meeting Assessments 


Should the proceeds from assessments on common and 
preferred stocks suffice to put the company back on its feet, 
then the bondholders are not likely to be disturbed. Un- 
fortunately this is seldom the case; so that holders of junior 
bonds, and sometimes even of the underlying issues, are 
forced to exchange their certificates for new securities 
which carry only a 
contingent claim upon 





Proper maintenance 
of plant is postponed. 
Depreciation charges RT —, 
are pared down or 1 Pea) 
even omitted, and 
other questionable 
methods of account- 
ing are often em- 
ployed. Finally the 
company’s credit 
standing is so im- 
paired that it is no 
longer able to borrow 
anywhere, and failure 
is admitted. 

It now devolves 
upon the receiver to 
settle with creditors 
and reorganize the 
company. The prime 
ned is for new 7 
money to liquidate floating debt and replenish working 
capital, and this can now be obtained only from those who 
are vitally interested in getting the company back onto its 
feet. The next step is to so recast the capital structure as 
to pare fixed charges down to a minimum. As the onus 
of financial sacrifices must fall upon security holders, the 
whole financial set-up will be effected by some sort of com- 
promise with the rights and claims of various classes accord- 
ing to the relative status of their respective rights. 
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| | ' earnings of the re- 
| ii itt organized company. 
¥ II iy They may also find it 
l necessary to contrib- 
ute considerable cash 
to prevent dissolution 
of the company and 
still greater losses. 

In planning a new 
capital set up for the 
reorganized company, 
an endeavor will be 
made to pare fixed 
charges to the bone; 
so that new common 
stock will be issued 
wherever possible in 
exchange he old de- 
bentures and _ pre- 
ferred stock. General 
creditors are usually induced to accept part payment in 
cash and the balance in stock or notes; while holders of 
the old stock will receive new issues upon payment of 
assessments, the amount of which will vary with the gravity 
of the situation and the values of the remaining equities to 
be protected. Sometimes holders of the old bonds must 
subordinate their claims to new bonds of prior lien in order 
that sufficient cash may be raised to avoid assessing the old 

(Please turn to page 304) 
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Corporate Dividend Policies 


Paul M. Mazur, Banker, Advo- 
cates Some Very Radical Changes 


AUL M. MAZUR, New York 

banker, partner in the financial 

firm of Lehman Brothers, con- 
siders some radical changes in cor- 
porate philosophy, involving dividend 
policies, and sets forth his views in his 
new book, “New Roads to Prosperity: 
The Crisis and Some Ways Out,” just 
issued. Purchasing power for consump- 
tion, he points out, has two main, 
fairly separate, sources—wages and 
salaries and income from investment. 
If business must bend its efforts to the 
task of insuring the existence of a pur- 
chasing power that will be adequate 
to American production, it must devote 
some attention to both wages and in- 
come. The indirect stimulus to wages 
that would derive from consumer 
financing represents the possibility of 
enhancement of purchasing power. A 
similar expansion of investors’ incomes 
would provide another much needed 
impetus to trade. 


Insufficient Dividends 


Therefore, in order to meet the re- 
orientation of industrial and financial 
thought, it becomes necessary for 
American corporations to review their 
existing dividend policies. In the years 
1926, 1927 and 1928, the average 
profits of American corporations are 
estimated at seven billion, two hundred 
and twenty million, seven hundred 
thousand, with average dividends of 
60 per cent, leaving three billion, one 
hundred million undistributed. It has 
been their proud practice to ascribe this 
policy to conservatism and construc- 
tiveness, assigning the last place to the 
distribution of earnings as equity divi- 
dends.. That is, after all possible con- 
tingencies, real and imaginary have 
been guarded against, a portion of it is 
released to the stockholders. Not only 
this but “the failure of any year to 
show current earnings covering the 
dividend is the signal for directorate 
consideration of either the passing or 
at least a decrease of the dividend.” 

- The consequences of all this require 
serious consideration, according to Mr. 


Mazur, who proceeds to observe: “In 
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By Don C. Serrz 


the first place, it must be clear that 
profits are the results of good business, 
usually of good volume of sale. Large 
profits normally come when sales are 
unusually high. Obviously, that is 
another way of saying, in loose but not 
totally inaccurate terms, that profits 
are usually a measurement of current 
productive activity. It is no sophistry, 
then, but a valid conclusion from the 
facts, to point out that the existence of 
profit signifies the creation of goods 
that must be consumed in order to 
avoid the disaster inherent in surplus 
inventories.” 


The Use of Business Profits 


The tendency to ignore the fact that 
increase in production must be equal- 
ized by corresponding increases in con- 
sumption, provides a rule by which the 
typical American dividend must be 
measured. That is: “The failure to 
pay out dividends in direct relation- 
ship to the increase of production and 
profits means that there is in part at 
least, no flow of money into the chan- 
nels of consumption equivalent to the 
increase of production. But that is not 
all: the funds not paid out in dividends 
—which patently must be greater when 
profits increase while a fixed dividend 
policy is maintained—are not left in 
the form of cash as a protection against 
the solvency of the business. They are 
either invested in the stock market 
where they are agents in the over- 
stimulation of speculation, or they are 
deposited in banks where, under our 
present philosophy of credit, they are 
used primarily to stimulate the produc- 
tion of other industrial companies, or 
they are invested in the expansion of 
the production capacity of the particu- 
lar company in question.” 

In either instance the effect is re- 
tarding—causing the use of the money 
as a basis for a speculative boom, or 
also the inevitability of money being 
withdrawn from consumption for the 
filling of marginal requirements in the 
stock market. Thus: “When the money 
is used for plant expansion or purchase 
of materials, or as a bank credit for 


production or seasonal peaks of work- 
ing capital, it is not only withdrawn 
from consumption but it also creates 
additional productive capacity by 
means of which to flood the country 
with goods and create the condition of 
overproduction.” 


Dangers of Expansion 


Mr. Mazur boldly holds further: 
“Even the solvency of a company so 
zealously guarded becomes endangered. 
The expanded plant requires greater ex- 
pense, more working capital and great- 
er earning power to cover overhead and 
depreciation charges. Bank loans may 
be called upon, greater volume must 
be procured, profit margins may be 
narrowed. If a contraction of business 
should suddenly befall the newly ampli- 
fied business, disaster may follow close- 
ly. It would be fortunate indeed if 
this condition were nothing more than 
theoretical, but the examples are s0 
numerous that it becomes factual as 


- well as logical. And if the withdrawal 


of funds from consumption to serve 


-production diminishes the demand for 


goods or results in the failure of de- 
mand to keep pace with the increas 
ing supply, then the supposedly con- 
servative and constructive dividend 
policy of American industry is a con: 
tributing factor in the precipitation of 
a depression.” 

He would have it that there is but 
one justification for extreme conserva: 
tism in the formulation of a dividend 
policy: the creation of a surplus in fat 
years out of which dividends may be 
paid in lean ones. Even this would 
not solve the necessity of creating funds 
by which the excess production of ex: 
cess profit years could be absorbed. In- 
stead, the fact that the practice of con- 
tinuing dividend payments rarely sur- 
vives even one adverse year removes 
nearly all of the possible practical value 
of the policy. The desire to safeguard 
assets against the payment of dividends 
when these are not being earned is one 
reason for the breakdown of the con- 
tinuation of dividends in adverse years; 

(Please turn to page 294) 
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Are Low Prices the Way Out? 


Grave Problem of the Farmer—Readers’ Views 
on Utility Regulation and Investment Trusts 


Editor, Readers’ Forum: I find myself 
greatly interested in your article entitled, 
“Tow Prices—the Key to Recovery,” a 
synopsis of which appeared in the last issue 
of the Readers Digest. 

When you express the opinion that there 
must be a lower price level before there 
will be a business recovery, you are abso- 
lutely right. Perhaps you have not thought 
the thing out as fully as we have during 
the last eight years. I had charge of the 
campaign in Washington which resulted in 
the passage of the McNary-Haugen bill 
twice. It became necessary for me to make 
a thorough study of the American economic 
system. This country’s economic system 
is law made. Washington is pretty well 
filled up with Bureaus, Boards and Com- 
missions. The expense of running the 
government is three times what it should 
be. We have built up in this country a 
so-called American Protective system which 
has crushed business and brought upon this 
country disaster unequaled in all our 
history. You write about the effects of this 
system, but perhaps in doing so you have 
not searched for fundamental reasons for 
the maladjustment that has paralyzed busi- 
ness. 

Let me give you a little illustration. And 
this one illustration is enough. Farmers 
are required to deliver in market from three 
to six times as much of their products to 
purchase what they use and pay taxes and 
transportation, as they did in 1913. This 
situation is a little worse now than it has 
been but, for at least 8 years, the purchas- 
ing power of farm products has ranged 
from 35 to 60 per cent. The result of this 
has been that, millions of farmers have lost 
their farms and most of the rest will lose 
theirs soon. Also this has resulted in the 
farmer being out of the buying market. 
He has nothing to buy with. Industry can- 
not sell to itself and labor cannot furnish 
jobs for labor. , 

I think you will agree that there can and 
will be no return to normal business unless 
and until the price of labor, transportation 
and manufactured goods is down to a level 
of prices paid for farm products. There 
can be no healthy business in this country 
until the purchasing power of the services 
and commodities of all groups are either 
equal or very close to being equal. 

So, agreeing with you about the neces- 
sity for a lower price level, I hope you will 
keep everlastingly at the job. But you are 
dead wrong when you say the following: 

“Must cotton go up? Would not all of 
us be better off if we learned to grow it 
with adequate profit at five cents a pound? 
_It can be done. Many farmers are for- 
saking the system of tenant farmers and 
employing large scale tractor equipment. 
Recent figures show that whereas tt cost 
$13 to cultivate an acre of cotton with one 
mule, tractors do it for $5.24. 

Similar economy is possible in wheat. 
The large well managed American farm 
can produce wheat cheaper than the col- 
lectivist farms of Russia. 
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These instances show what can be done 
in agriculture. Manufacturing ts already 
farther along the path toward the goal of 
lower costs, but more progress is possible 
with a full use of modern equipment and 
a ruthless replacement of the obsolete. Not 
necessarily more but certainly cheaper pro- 
duction is the path to business recovery.” 

I want to say to you frankly that these 
paragraphs indicate that you do not have 
the facts. Cotton must go up or the price 
of all other things come down to the 
level of cotton. When you say that cotton 
and wheat can be produced by the use of 
tractors and other power machinery cheaper 
than it can be produced by horses, mules 
and the usual farm equipment, you are 
stating that which there is nothing what- 
ever to support. And you are unwittingly 
stating that which is positively not true. 
You are entirely misinformed. No one in 
America has the touch with the farm situa- 
tion that I have and have had for 35 years. 
I own 5,000 acres of land. My business 
keeps me in touch with the farming 
situation, 

Let me tell you what the facts are on 
that subject. 

Farmers who have employed tractors and 
other expensive machinery in the growing 
of farm products, have, with but very, very 
few exceptions, fallen down on the job. I 
am an officer of a bank here. Ordinarily 
speaking we regard a farmer who is with- 
out horses, and the usual horse equipment 
to carry on his farm work, and who is re- 
lying upon tractors and power machinery, 
as a poor risk. Farmers who have gone 
into the purchasing and using of these large 
machines have lost out and are losing out. 

And then further, I want to ask you what 
is to be done with the millions of men and 
women in this country whose jobs have 
been taken away from them by these high 
powered machines. We wouldn’t have so 
many of these machines if it was not for 
the fact that this country has through 
national legislation made it possible for 
combinations of capital, to build and sell 
at unconscionable prices, great machines, 
which have taken away the jobs for 
millions of our people who want to work. 

Existing conditions in this country did 
not come about through any world depres- 
sion. Our situation is strictly domestic and 
law made. There is no equality in 
this country. Most of the money is in the 
hands of a few people. Millions of people 
in towns and country have lost their homes 
during that period when American business 
has made profits mounting into the billions. 
Agriculture is basic.. Millions more people 
should find homes on the farm and as soon 
as we have a healthy, sane economic sys- 
tem, farming will again become the nation’s 
greatest industry. We have over-industrial- 
ized this country and in the doing, have 
destroyed its business and shaken society to 
its foundation—F. W. Murphy. 


We thank you for your letter, which 
appears to express general agreement 


with the convictions set forth in the 
Charles Benedict article, “Low Prices 
—the Key to Recovery.” 

The decline in commodity prices is 
not an abnormal thing. On the con- 
trary, the higher general level that pre- 
vailed during the war and during the 
post-war boom era was abnormal. In 
short, so far as the average of all com- 
modities is concerned, we are merely 
getting back to normal. We believe 
that, with ever increasing efficiencies 
in production, a return to 1929 prices 
not only would be unwarranted but is 
altogether impossible. Accordingly, it 
appears plain that on the whole busi- 
ness recovery will depend not upon the 
easy boon of materially higher prices 
but upon the slow and painful re- 
adjustment of operations to a lower 
price level. This country’s prosperity 
did not begin with the war and with 
inflated prices. In the past business 
found satisfactory profits on a general 
price base comparable to that of the 
present. Readjustment to a similar 
normal base is difficult, but it is neces- 
sary and can be done. 

We are fully aware, of course, that 
within the existing price base there are 
many maladjustments, and that these 
must be corrected before a healthy 
situation is reached. Relatively high 
prices for the things the farmer must 
buy and relatively low prices for his 
own products obviously spell a dis- 
tressing shrinkage in agricultural pur- 
chasing power; and until this disparity 
is minimized there can be no perma- 
nent business revival. On this point, 
we fear you misconstrue our attitude. 

Despite your own local experience, 
we are convinced that the tendency 
toward mechanized farming is here to 
stay. The proof of this is its general 
growth in the last generation. In 
theory, given improved production 
methods, the long-term price trend 
should be downward. The more goods 
available at low prices, the larger the 
demand. Looking back over past 
progress, it is not inconceivable to us 
that cotton may some day be produced 
with profit at 5 cents a pound. Ob- 
viously, in the article you discuss, this 
thought was not introduced as an im- 
mediate factor, for a change so broad 

Please turn to page 302) 
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Expected Lethargy Marks Year-End 


Business 





TIN 











Production Controlled But Demand 


Tin is among the more recent com- 
modities to become subject to control 
of production and marketing and the 
results since the initiation of regulation 
have been no better to date than in the 
case of other similar plans. 

On March 1 of this year the prin- 
cipal tin producing nations agreed to 
curtail output for two years and to 
diminish the world visible supply of the 
metal until the price was forced to 
about 40 cents a pound. As 90% of 
the world tin producers agreed to the 
limitation scheme every hope of success 
seemed warranted. Since last spring, 
however, a considerable decline in tin 
consumption has occurred, 11,515 tons 
less having been used in the first ten 


(Please turn to page 307) 
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(See footnote for Grades and Units of 
Measure) 
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Lumber (18) ... 


* Dec, 21, 1981. 


(1) Sheets, Pittsburgh, cents per Ib. (2) 
Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 


per lb. 

. $2-32.9 deg. $ per bbl. 
Pitts., steam mine run, $ per ton. 
Middling (Galv.), ae per Ib. 


tos, No, 4 (N. ¥.) c. per Ib. 
Smoked Sheets (N. Y¥.) cents per lb. (15) 
Fine staple, clean (Boston), cents per Ib. 
(16) Cuban, raw 96 deg. deliv. (N. Y.), 
cents per Ib. ws Rolls (N. Y.), 
$ 4 ton. (18) Yellow pine boards, f. o. b. 
per M. 

















THE TREND IN MAJOR INDUSTRIES 


STEEL—A further decline in steel output was registered last week, 


operations dropping to 25% of capacity, off 1% from the previous 
week. Last year at this time activity was at 37% of capacity, and 
two years ago the figure was 64%. Small automobile demand 
which has fallen below normal seasonal expectations and the desire 
to lighten year-end inventories have combined not only to reduce 
steel takings heavily but to shade quotations for finished steel prod- 
ucts to slightly lower levels. 


COPPER—Data on stocks on hand are being withheld for the month of 


November as well as October by the copper producers. The con- 
clusion of the trade is that actual figures for these two months are 
much in excess of even the very high September supplies, and that 
release has been refused because of its depressing effect upon prices. 
The final agreement to limit copper production to 26% of world 
maximum capacity by large producers has stimulated foreign sales. 
Domestic electrolytic has risen to 7/4 cents a pound, and c. i. f. 
export price to 7'4, cents and may go higher. 


PETROLEUM—The reduction of permissible output to 100 barrels a 


well daily in the East Texas field by the Governor of that state has 
not abated the constantly rising total production because the num- 
ber of wells is continually increasing. Production of California 
petroleum was also up for the week, and the benefits of recent re- 
striction threaten to become negated in the near future. Stocks 
of gasoline have risen this week, about in line with the usual sea- 
sonal expectation, and refineries on the average have increased 
operations to 62% of capacity, slightly up from last week. The 
opinion prevails that for refiners to keep the price of gasoline stable 
at present quotations some further cut should be made in runs to 


stills. 


ZINC AND LEAD—Heavy stocks on hand of zinc—about the record 


amount ever registered—combined with low demand have resulted 
in a further slight price recession to 3.55 cents a pound at East St. 
Louis. Considerable zinc is used for sheets and galvanizing by the 
steel industry and with the latter at low ebb, zinc has suffered. 
Large supplies of lead also are available and additional cuts have 
been made in quotations, the latest price being 3.15 cents a pound. 
The policy of cutting prices for these two metals is unlikely to 
stimulate consumption, however, for this depends more upon the 
activity of the industries using them than or lower quotations. 


TOBACCO—Cigarette production, the most profitable branch of tobacco 


manufacture, may be even further curtailed in the event that the 
present proposals for Federal taxation are established. The Treasury 
Department bases its revenue estimates from this source on figures 
for the year ended June 30, 1930. Because of the decline in ciga- 
rette consumption in recent months, however, a much heavier tax 
than has been originally contemplated may have to be levied to 
bring revenues to the expected level. The present tax upon ciga- 
rettes is equivalent to 6 cents a pack, and this factor has been cited 
as one reason for sales losses. If the general depression does not 
moderate soon, an additional tax may diminish cigarette consump- 
tion still further. 
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The Magazine of Wall Street’s Indicators 


Business Indexes Common Stock Price Index 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 


interested or on the standing and reliability of your broker. 


This service in conjunction with your sub- 


scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your requests to three securities only. 
3. Write name and address plainly. , 
Special rates upon request to those requiring additional service. 








REMINGTON RAND, INC. 

I am about to purchase 100. shares of 
Remington Rand common stock, but before 
doing so, would appreciate an expression 
from you relative to the advisability of 
the commitment. Will you kindly furnish 
me with recent information on the com- 
pany and an opinion as to its future pros- 
pects?—M. F. C., Salt Lake City, Utah. 


Remington Rand, Inc., occupies a 
prominent position in the office equip- 
ment field, producing a complete line 
of typewriters, computing machines, 
filing equipment, indexing systems, re- 
cording devices, office furniture, safes, 
fireproof cabinets, accounting and 
looseleaf systems and statistical data. 
In reflection of the depressed conditions 
prevailing generally throughout the 
country during the past two years, a 
pronounced downward trend in profits 
has been in evidence, while in the fiscal 
year ended March 31, 1931, heavy 
operating expenses contributed to the 
disappointing showing for that period. 
Despite substantial economies effected 
in operating costs during the current 
fiscal year, the sharp decline in dollar 
sales volume registered during the six 
months ended September 30, last, more 
than offset such savings. A deficit of 
$1,545,269 before preferred dividend 
requirements was reported for the 
period, as compared with a profit of 
$60,783 after preferred dividends, for 
the corresponding months of last year. 
In reflection of this unfavorable show- 
ing, and in order to conserve the cash 
resources of the company, directors 
deemed it advisable to omit quarterly 
dividends of $2 a share on the 2nd 
preferred stock and $1.75 a share on 
the 1st preferred stock, due at this 


time. Earnings recovery is likely to 
be very slow, and resumption of divi- 
dends on these issues is not an early 
prospect. Although the company en- 
joys a strong financial condition, and 
while we concede the extreme long 
term potentialities contained in the 
common shares, we would prefer to 
await definite indications that the 
downward trend in earnings has been 
checked, before lending our unqualified 
endorsement to purchases. 


REAL SILK HOSIERY MILLS, INC. 


I notice that the “high” for Real Silk 
Hosiery this year is 307%. I have been 
thinking of taking on a block of this stock 
at current prices with a view to making 
substantial profits over the next six to 
eight months. Do you believe the purchase 
~— at this time?—L. D. C., Newark, 


Real Silk Hosiery Mills, Inc., is a 
prominent manufacturer of men’s and 
women’s pure silk, chiffon and silk and 
wool hosiery as well as rayon lingeries 
and lisle hosiery. Its products are dis- 
tributed direct to the consumer through 
250 branch sales offices and 11,300 
representatives, under the slogan 
“From Mill to Millions.” This policy, 
however, in the more recent past has 
been modified, and a wholesale business 
is being established. Heavy expense 
in connection with sales promotion pro- 
gram, was largely responsible for the 
deficit of $4.24 a common share re- 
ported last year, although losses in- 
curred on silk trading commitments 
were also a contributing factor. For the 
six months ended June 30, last, a deficit 


of $172,589 was incurred, in contrast 
with profits of $600,619 for the initial 
half of 1930. The loss reported in the 
current year, is before charges and ad- 
justments made during the period for 
obsolete machinery, reductions on in- 
vestments, reductions from cost to an 
approximate present market value of 
company’s own stock purchased for re- 
sale to employees, reserve for contin- 
gencies and possible doubtful items and 
advances, as well as inventory write- 
downs and other deferred charges, 
amounting in the aggregate to $4,292,- 
459. Although the above deductions 
will probably not be necessary during 
the current half of the year, present 
indications are that full 1931 opera- 


‘tions will prove unprofitable.  Pre- 


ferred dividends were omitted last 
July, and resumption is not an early 
prospect. We look upon Real Silk 
Hosiery common as relatively unattrac- 
tive, and advise against purchases 
despite current low prices. 


J. C. PENNEY CO. 


With a yield of over 7% it appears to 
me that J. C. Penney Co., around current 
levels offers a real opportunity for invest- 
ment. Knowing however that the depres- 
sion has caused many changes in companies 
that the average individual cannot check, I 
would like your opinion and will be guided 
by ad judgment.—F. R. D., New York, 


Taking a leading part in the read- 
justment of the chain store field to 
changed merchandising conditions, J. 
C. Penney Co. has presented the con- 
trast of smaller sales and higher earn- 
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ings this year. In the first half of 
1931, the company reported net earn- 
ings of $1.46 a common share, a new 
high record for the period, and a gain 
of nearly 30% over the first six months 
of 1930, while dollar sales were off 
10.5% from the like 1930 period. This 
notable achievement in improving the 
profit ratio was effected through the 
elimination of the less popular price 
ranges, better control of inventories 
and costs, consolidation of warehouses, 
and other operating efficiencies. Cash 

ition was very strong in the balance 
sheet dated June 30, 1931, while the 
$11,000,000 item of notes payable that 
appeared in the 1930 mid-year balance 
sheet, had been entirely eliminated on 
the corresponding date this year. 
Annual dividend rate on the common 
stock was reduced to $2.40 a share last 
* spring, in order to bring it in line with 
the 1930 earnings of $2.66 a share. 
Free from the drain of unearned divi- 
dend payments, the company, which 
operated 1,457 small department stores 
at the end of 1930, is in a position to 
resume its expansion program. when 
conditions warrant. We regard the 


shares as possessing attractive long term 
profit possibilities, and endorse mode- 
rate purchases on market recessions. 


NATIONAL BISCUIT CO. 


Will you give me your opinion as to 
the investment prospects for National Bis- 
cuit Co.? I have 100 shares that cost me 
60. I am thinking of selling but before 
doing so would appreciate your judgment.— 
F.R. M. Butte, Mont. 


For the first time since 1916, 
National Biscuit Co. will not be able 
to report an annual increase in earn- 
ings. The interruption of the com- 
pany’s expansion may be attributed to 
curtailed buying power of the public 
and the necessitous reduction in prices 
for the company’s products. However, 
we anticipate full 1931 returns in ex- 
cess of current annual dividend re- 
quirements of $2.80 a common share. 
Net profits for the nine months ended 
September 30, last, amounted to $14,- 
532,912, equal to $2.10 a common 
share as compared with net of $16,- 
768,774 or $2.49 a share on a slightly 
smaller capitalization for the corre- 
sponding interval of 1930. The, man- 
agement is recognized as ultra-con- 
servative in its accounting practices, 
with the result that the exceptionally 
strong financial position has been main- 
tained at a probable sacrifice of cur- 
tent earnings. National Biscuit Co. 
has long ranked as the leading unit in 
its field, accounting for approximately 
one-half of the total biscuit business in 
the United States. The company is 
constantly expanding its facilities, and 
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we are confident that the return of 
more normal business conditions in the 
country will be reflected in resumption 
of earnings growth for the company. 
The company’s capital structure is 
simple, consisting of $394,000 of 
funded debt, 248,045 shares of $7 non- 
callable preferred and 6,286,238 shares 
of $10 par common stock. We look 
upon this year’s profit setback as tem- 
porary, and see little cause for concern 
on the part of present shareholders. It 
is our belief that the exercising of pa- 
tience should prove a profitable policy 
over a reasonable period of time, and 
we counsel against the disposal of pres- 
ent holdings. 


R. H. MACY & CO. 


I have 100 shares of R. H. Macy & Co. 
for which I paid 115 in 1930. My broker 
now advises me to buy another 100 shares 
and average down my cost as he feels that 
it is in a most favorable position. I note 
however that it ts up considerably from its 
1931 low and I would like your opinion 
as to whether it ts a good time to buy this 
stock. Are sales and earnings holding up? 
—H., D. O., Albany, N. Y. 


Occupying an outstanding position 
in the New York department store 
field, R. H. Macy & Co. has passed 
through two years of general trade de- 
pression with a record of increased 
sales. Total for the New York store 
alone has increased from approximately 
$36,000,000 in 1919 to $98,688,487 in 
the 1929 fiscal year and to $99,139,598 
in 1930. Selling space of the store has 
been expanded by 25% this year, pro- 
viding capacities for handling a sales 
volume of $150,000,000 annually, and 
there is a strong possibility that the 
holiday business will bring total sales 
for the year above those for 1930. 
Macy also controls L. Bamberger & Co. 
in Newark, N. J.; LaSalle & Koch in 
Toledo, Ohio; and Davison-Paxton Co. 
in Atlanta, Ga. Temporarily poor 
earnings of the Newark store, at- 
tendent upon the introduction of Macy 
management last year, contributed to 
the decline in net on Macy common 
stock to $4.81 a share, from the $6.70 
a share reported in 1929. While Bam- 
berger’s earnings are expected to show 
a substantial recovery in the current 
year, the additional overhead expense 
of the New York store may result in a 
further small decline in the company’s 
earnings. Nevertheless, the $3 annual 
cash dividends, supplemented by 5% in 
stock, will probably be covered by a 
comfortable margin, and the outlook 
for the company is highly promising. 
We look upon the shares as an attrac- 
tive long term holding, and believe that 
periods of market weakness may be 
utilized to acquire further moderate 
commitments. 


S. S. KRESGE Co. 


I have 100 shares of S. S. Kresge Co. 
stock which cost me about 30. I have read 
where their sales are holding up and that 
earnings may surpass 1930 and yet the price 
remains close to its low for the past three 
years. What is the reason? Do you ad- 
vise me to continue to hold my stock or 
would you switch to some other company? 
—L. M. N., Niagara Falls, N. Y. 


Sales of S. S. Kresge for the first ten 
months of 1931 amounted to $112,- 
391,774 or 1.3% below those recorded 
for the corresponding interval of last 
year. When consideration is given to 
the trying conditions existing during 
the later period, the only nominal de- 
cline must be regarded as a remarkable 
accomplishment. Moreover, the man- 
agement has effected economies where- 
ever possible, with the result that 
profits have been maintained at sub- 
stantially the same level as a year ago. 
Recent reports indicate that full 1931 
returns should equal, if not better, 
those of $1.90 a share reported on the 
common stock for the calendar year of 
1930, after allowing for preferred divi- 
dend requirements. Although expan- 
sion of the company’s facilities has 
been carried on in the current year on 
a more conservative basis, it is expected 
that before the year-end, 33 additional 
units to those reported at the close of 
last year will have been placed in 
operation. In line with the conserva- 
tive policies of the company, it is in- 
teresting to note that all expenses in- 
cident to the establishment of a new 
store are charged against current earn- 
ings, rather than amortized over an ex- 
tended period. S. S. Kresge operates 
an extensive chain of 5-and-10-cents 
and 25-cents-to-$1 stores in the United 
States and Canada, aggregating 705 at 
the close of October, 37 of which are 
located in the Dominion. In view of 
Kresge’s position in its field (second 
largest) and strong financial condition, 
we feel confident that the company will 
emerge from the present period of ad- 
versities in a highly satisfactory man- 
ner. While we do not anticipate sub- 
stantial earnings expansion during the 
immediate future, in our opinion, the 
exercising of patience on the part of 
present shareholders would prove a 
profitable policy over the next year or 
two. Recent weakness in quotations 
for the shares of S. S. Kresge is in re- 
flection of the highly unsettled condi- 
tions of the stock market, rather than 
any unfavorable developments in the 
affairs of the enterprise. 


BEST & CO 


Will you give me your best judgment as 
to the outlook for Best & Co? I bought 
200 shares last year at an average cost of 
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$45. How do you think 1931 earnings will 
compare with 1930? Do you advise me to 
hold for better times or would you switch 
to some other company offering greater 
prospects for making up my loss?—H. M. 
L., Denver, Colo. 


The inception of Best & Co., Inc., 
dates back to 1879. In 1924, the origi- 
nal partnership was incorporated, after 
many years of growth, and now oc- 
cupies a leading position in the retail 
merchandise field of the metropolitan 
area of New York City. In addition 
to the main store, which is located in 
the heart of New York City’s shop- 
ping district, large units are maintained 
in Miami and Palm Beach, Fla.; 
Southampton and Garden City, L. L.; 
Asbury Park, East Orange and Atlan- 
tic City, N. J.; Hyannis, Brookline, 
and Boston, Mass.; and Mamaroneck, 
Westchester County, N. Y. The man- 
agement has been energetic in its 
efforts, and has built up an envious 
business in men’s, women’s, and chil- 
dren’s apparel of the highest grade. 
Annual increases in net sales and 
profits have been registered by the com- 
pany in every year since 1923 to and 
including the fiscal year ended January 
31, 1930. For the 12 months ended 
January 31, 1931, net income amounted 
to $4.15 a common share, as compared 
with $4.20 a share for the preceding 
year. Earnings for the current fiscal 
year have been estimated in the neigh- 
borhood of $3.65, thus providing ample 
coverage for current annual dividend 
requirements of $2 a share. In rela- 
tion to prospective earnings, Best & Co. 
common, in our opinion, is reasonably 
valued at prevailing prices, and we 
counsel against sacrificing commitments 
made at higher levels. 


BENDIX AVIATION CORP. 

A friend of mine has strongly advised 
me to buy some shares of Bendix Aviation 
Corp. I would appreciate your judgment 
and would like to know particularly how 


earnings compare with last year and if the 
dividend is safe—L. E. E., Boston, Mass. 


The title of Bendix Aviation Corp. 
is somewhat of a mis-nomer, since by 
far the greater part of its revenues is 
derived from the sale of automobile ac- 
cessories. The company was organized 
in 1929, through a merger of several 
well known enterprises engaged in the 
manufacture and distribution of avia- 
tion and automobile accessories and 
parts, and has rapidly grown to the 
largest unit in its field. The company 
produces a wide variety of automobile, 
aircraft and marine accessories, best 
known of which are “Bendix Drive,” 
‘ Bendix Brakes” and “Stromberg Car- 
buretor.” When consideration is given 
to the sharply curtailed activity in the 
automotive industry, during the cur- 
rent year, operating results of Bendix 
Aviation f6ér the first nine months 
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should be regarded as highly satisfac- 
tory. Including $411,000 non-recur- 
ring income, profits for the period 
amounted to $1,787,976 equal to 85 
cents a common ‘share, as compared 
with $1,718,184 or 81 cents a share, 
on a slightly larger amount of stock 
outstanding for the nine months ended 
September 30, 1930. Third quarter 
profits amounted to $275,631 against 
$713,688 in the preceding quarter, and 
$187,247 in the third quarter of last 
year. It is believed that full 1931 in- 
come will closely approximate current 
annual dividend requirements of $1 a 
share. Bendix has recently reported 
material improvement in new business, 
which no doubt will be reflected in 
early 1932 reports. Financial position 
is exceptionally strong. In view of the 
company’s dominant position in the in- 
dustry and favorable long term pros- 
pects, we look upon the common stock 
as an attractive speculative medium for 
participation in the ultimate recovery 
of the automotive and aviation acces- 
sories industries. Purchases made dur- 
ing market recessions should prove 
profitable holdings over a reasonable 
period of time. 


SEARS, ROEBUCK & CO. 


Will you kindly advise me as to what 
to do with 115 shares of Sears, Roebuck 
& Co. which cost me an average of about 
55 a share? This stock is up somewhat 
from its low and I have about decided to 
sell and take my loss, unless ges feel that 
new developments of which I am not ac- 
quatnted warrant holding. Will the holiday 
business have any appreciable effect on the 
— of their stock?—L. M. K., Savannah, 

a. 


Constantly expanding its business 
over a period of some 30 years since 
its original inception in 1895, Sears, 
Roebuck ranks as the leading mail 
order house in the United States. In 
reflection of changing conditions, the 
company entered the chain store field 
in 1925, opening its first retail store in 
the city of Chicago. Expansion along 
these lines has been carried on, and at 
latest reports, the enterprise operates 
80 class “A” stores (constituting a 
complete department store) 200 class 
“B” units (smaller department stores) 
and some 75 class “C™ stores (special- 
izing in automobile tires and acces- 
sories, radio sets and equipment). Dur- 
ing the current year, an agreement was 
entered into with Kroger Grocery & 
Baking whereby that company is to 
operate grocery, meat and produce 
markets in a number of the Sears, Roe- 
buck stores. Sales for the 44 weeks 
ended November 5, last, amounted to 
$287,213,533 against $319,063,550 
registered in the corresponding period 
of 1930, or a decline of 19%. The de- 
crease is in reflection of the curtailed 
buying power of the public, lower com- 


modity prices, increased competition 
and, more recently, the unseasonally 
warm weather witnessed generally 
throughout the country during the fal] 
of the present year. Present indica. 
tions are, however, that full 193} 
profits should be sufficient to cover cur. 
rent annual dividend requirements of 
$2.50 a share by a slight margin. More. 
over, it is expected that financial posi- 
tion at the close of the year will reveal 
substantial improvement over that re- 
corded December 31, 1930, at which 
time, the finances of the company were 
in a highly satisfactory status. While 
little in the way of earnings improve- 
ment is anticipated during the early 
future, the company’s dominant posi- 
tion should enable it to share any im- 
provement in general business. Conse- 
quently, we would regard the disposal 
of Sears, Roebuck & Co. at current de- 
flated levels in the light of an unwar- 
ranted sacrifice and advise against such 
action. 


DELAWARE & HUDSON CO. 


In 1929 I purchased 100 shares of Dela- 
ware & Hudson Co. at about 145. I have 
carried it ever since and now would like 
your advice. Do you think it would pay 
me to buy more and average my cost down 
or do you believe it would be better to 
switch to some other company? I would 
appreciate your advising me what to do 
and any information as to the outlook for 
this company.—M. R. D., Detroit, Mich, 


The Delaware & Hudson Co., in 
effect, is a holding company, owning 
the entire capital stock of the Delaware 
& Hudson R. R. Corp., the Hudson 
Coal Co., which operates large coal 
properties, and the Napierville Junc 
tion Rwy., a Canadian property. In 
addition to the above holdings, which 
are carried at a conservative figure, the 
company’s portfolio includes a well 
diversified list of investments purchased 
with the proceeds derived from the sale 
of its stock interest in the Wabash and 
Lehigh Valley several years ago, and 
the subsequent sale of $35,000,000 
principal amount of first mortgage 
bonds of the Hudson Coal Co., which 
were disposed of in the open market. 
Exclusive of the common stock hold: 
ings of the 100% owned subsidiaries, 
investments of Delaware & Hudson 
Co. as of March 25, 1931, had a mar 
ket value of $56,060,000. In reflec 
tioneof the sharp earnings decline reg’ 
istered thus far during the current 
year, little in the form of income can 
be expected from the railroad company, 
in contrast with $1 a share paid by the 
railroad last year. A recent statement 
of President Loree indicated that the 
company would earn 7% in the cur 
rent year. This factor coupled with 
the exceptionally strong cash position 
enabled the company to distribute the 
regular dividend of $2.25 a share m 
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Outstanding Profit Possibilities 
In Low-Priced Common Stocks 


MANY. low-priced common stocks now offer tremendous profit possibilities, con- 
sidering the amount of capital or collateral required, but they must be selected 
with the utmost care. 


In making your specvestment commitments in such issues, it is important that you avoid 
those preceded by top-heavy bond and preferred stock obligations, retarded by steadily 
declining earning power, representing an industry weighed down by over-production 
and severe competition and the many other factors which will cause certain issues to 
become almost worthless either through receivership, reorganization or absorption by 
stronger companies. 


Our Unusual Opportunities Consist of Low-Priced 
Common Stocks That Must Pass a Rigorous Test 


Our Unusual Opportunity Advices comprise active common stocks selling under $25 
a share. With a capital of only $1,000 you can readily follow this program. 


Before being recommended every stock must be approved by our specialists as sound 
and holding distinct possibilities of higher prices. They are rated from every stand- 
point likely to determine their merit and value. Management, sponsorship, earnings, 
capital structure, nearby and moderate term outlook, industrial position and back- 
ground, are all taken into consideration. They may be dividend-payers or not but 
they are issues of the type that can be uncovered only by skilled analysts such as con- 
stitute the staff of the FORECAST. 


Three Unusual Opportunity Recommendations—-NOW READY 


Our fixed prices on these stocks have now been 

reached so that they are “‘ buys’’ at the market. 
Three standard common stocks listed on the New York Stock Exchange—all selling under 12 
—have been selected by our experts as Unusual Opportunities. They offer exceptional profit pos- 
sibilities with a minimum of capital and will be recommended on receipt of your subscription. 
These commitments will then be under our daily observation until definitely closed out. 


Take full advantage of these recommendations by attaching your remittance to the coupon below 
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(a) 
Speculative Investments. 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


Low-priced common stocks | | 


They offer a real opportunity to help you recover some of your losses. 


(b) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 
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(e) 

Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase o 
investment and income pro- 
ducing securities). 
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(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
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r 





ete service outlined above. ($150 will cover 


(0 Telegraph me collect your current Trading Advices and thereafter as described in (c). 
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the final quarter. While some adjust- 
ment may be necessary in the market 
value of the company’s investment at 
the year-end, it is our opinion that this 
factor is fairly well accounted for by 
prevailing quotations for the shares. It 
can be seen from the foregoing that 
any improvement in the earnings of the 
railroad or coal company should find 
immediate reflection in higher quota- 
tions for Delaware & Hudson common. 
Under the circumstances, therefore, 
commitments made at higher levels 
should not be liquidated at current de- 
flated prices. On the contrary, any 
weakness in the rail group might well 
be utilized for additional purchase, 
thus averaging your cost. 








Standard Oil (N. J.) 
(Continued from page 279) 








fected by hydrogenation a non-in- 
flammable gasoline which is more 
powerful than even aviation fuel when 
properly fired. The flash point of the 
new fuel is 107 degrees, or about the 
same as that of the oil now being used 
in aviation Diesel engines. This is 
about 3 degrees lower than that of 
commercial kerosene. While some de- 
velopment of present carburetion 
methods must still be carried out be- 
fore the new fuel becomes a commer- 
cial success, anything which promises 
to reduce the fire hazard in the ordi- 
nary gasoline motor is well worth 
watching. 


Earnings Low in Depression 


Turning to matters financial, per- 
haps the most significant fact in regard 
to Standard Oil Co. (N. J.) is that in 
the ten years ended 1930 the company 
earned more than $750,000,000. This 
is equal to an average annual rate of 
$2.63 a share, after preferred divi- 
dends in the earlier years, based on 
the 25,518,468 shares of no-par com- 
mon stock outstanding at the end of 
the period. Last year the company’s 
earnings were considerably under this 
average, for only $1.65 a common 
share was reported. In the two prior 
years $4.76 and $4.43 a share was 
shown respectively. Owing to the un- 
fortunate policy of the company of re- 
porting only annually it is impossible 
to give any results for 1931, but judg- 
ing by unfavorable conditions which 
have prevailed in the industry generally 
the showing will probably be lower 
than 1930. 

The common stock is the sole capi- 
talization. Funded debt, however, at 
the end of last year totaled about 
$149,000,000, by far the greater part 
of which was in the form of 5% de- 
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bentures due in 1946. Thirty million 
dollars of these bonds have just been 
called for redemption early next year 
—an operation thought to be the larg- 
est of its kind ever undertaken. 

On the present shares a regular 
annual dividend of $1 a share has been 
maintained since the stock dividend of 
400% paid in 1922. Since 1926, how- 
ever, an extra of 12!/2 cents a share has 
gradually been increased until the com- 
pany can now be said to distribute a 
regular extra of $1 a share annually. 
On the basis of disbursements at the 
rate of $2, the stock at current levels 
of about $28 a share yields more than 
7% on the money invested. 

The question of ready cash is one 
which can hardly be overemphasized 
in times like the present when so many 
corporations with millions of dollars in 
valuable assets are having trouble 
avoiding receivership. In the case of 
Standard Oil Co. (N. J.), however, 
there is quite evidentally nothing to 
fear in this respect, for it probably 
leads every other company in the world 
in the immensity of its working capi- 
tal. At the end of last year, consoli- 
dated current assets totaled some $731,- 
000,000, of which about $47,000,000 
was in cash and $179,000,000 in mar- 
ketable securities at cost. Current lia- 
bilities amounted to $169,000,000. The 
net working capital therefore was some 
$562,000,000. 


The Outlook 


In regard to the future prospects of 
the company, it may be assumed that 
if anyone at all makes money from oil, 
Standard Oil Co. (N. J.) will cer- 
tainly obtain its full share. Further- 


more, the company is in a position to 


resist years of chaos and still emerge 
triumphant. Such Spartan fortitude, 
however, is not likely to be necessary, 
for there are a number of indications 
that the deplorable conditions recently 
existing in the industry are slowly on 
the mend. There is encouraging evi- 
dence of effective production curtail- 
ment in certain parts of the country, 
a disposition on the part of refiners to 
keep within bounds the quantity of oil 
run to stills and a somewhat better 
price tone for all petroleum products. 

There is undoubtedly, however, a 
steadily growing realization that co- 
operation either brought about by the 
companies themselves which probably 
requires some relaxation of the anti- 
trust laws, or achieved directly by 
governmental interference, is something 
which has to come sooner rather than 
later. It is this realization, coupled to 
the fundamentally favorable fact that 
oil consumption is growing steadily 
and will probably continue to do so in- 
definitely, which holds out so much 
hope for a purchaser of oil securities 
at the present time. 


By this is not meant that all oj 
securities can be bought for long-term 
appreciation, nor does it imply that all 
an investor's available funds should be 
placed in any oil security. It does 
mean, however, that an exceedingly 
strong, progressive enterprise such as 
the Standard Oil Co. (N. J.) operating 
in a thoroughly depressed, albeit in- 
dispensable and expanding industry, is 
an investment vehicle with much to 
commend it. 








Corporate Dividend Policies 
(Continued from page 286) 








the nature of the surplus accumulated 
by the corporation is another. 

To remedy all this he would provide: 

First, that a more generous percen- 
tage of profit be paid as dividends on 
equity stocks. 

Second, that the dividends paid each 
year be in direct relationship to the 
income of that year. 

Third, that all expansion of plant 
capacity, the necessity of which is not 
patent, shall be provided by capital in 
part out of earnings and in part out of 
subscriptions to stock offered with a 
covering letter of explanation at the 
dividend period. This the same as an 
alternative offer of a stock and cash 
dividend, giving the stockholder the 
chance to elect his choice. 

Fourth, that funds accumulated for 
the purpose of protecting requirements 
of working capital and solvency be 
kept in cash or its equivalent and not 
invested in capital assets for increased 
production. 

Fifth, to the extent that the directors 
—for the sake of assuring at least mini- 
mum payments for the next year or 
years—elect to carry over a part of the 
surplus from the. current year, that sur- 
plus item should be invested in assets 
that can be easily converted into cash 
and not productive equipment. 








Pacific Gas & Electric 
(Continued from page 277) 








$2.09, as compared with $2.19 in 1930. 
An official of the company has publicly 
stated that earnings for the full year 
probably would amount to $2.75 pet 
share. 

In an industry so stable, this is an 
acceptable dividend coverage. The 
stock has ranged from a high of 547% 
to a low of 29% this year and currently 
selling at 33 to yield 6%. It ' 
therefore, an attractive scale-down in 
vestment purchase in the current phase 
of market reaction. 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL ST REET 
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What Every Investor Wants To 
Know About Market Cycles 


By CHARLES BENEDICT 


A clear and simple explanation of 
the three phases of major stock price 
movements in the inimitable logic and 
simplicity of style of this writer. Mr. 
Benedict analyzes in detail each phase 
of the market; the indicators that point 
to a definite upturn after the “Bear” 
market has run its course and indicate 
the buying points; the time when real 
investment opportunities are to be had, 
and when to stay out of the market. 
This is a vitally important study of 
the security market and is so full of 
sound practical advice that you will 
find it of tremendous help. 
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Income and Profit Building 


By JoHN DURAND 


This most popular investment writer 
of THE MAGAZINE OF WALL STREET 
writes from the angle of the current 
market and from the point of view of 
the investor. It is for those who desire 
to avoid speculative risks and buy only 
sound securities at prices low enough 
to make a real profit and at the same 
time earn a substantial return. In 
this Brochure he devotes special em- 
phasis to sound low-priced issues for 
outstanding profits. The rules set 
forth by Mr. Durand will be a most 
valuable guide in the safe and profit- 
able investing of your funds, especially 
under the new market conditions. 


Component Parts of 
A Successful 
Financial Education 


Written simply and clearly in every 
day business English by The Magazine 
of Wall Street’s three best known 
writers— 


Charles Benedict 


Economist — whose interpretation 
of and conclusions on world wide 
economic developments are quoted 
from coast to coast. 


John Durand 


Author of The Business 
of Trading in Stocks and 
many other’ investment 
and trading books. 


A. T. Miller 


The accuracy of his 
market forecasts 
since the timely 
warning of Septem- 
ber 21st, 1929, has 
been outstanding. 
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Principles of Successful Stock 
Speculation 


By A. T. MILLER 


You all know A. T. Miller, the man 
who has made such an outstanding suc- 
cess in writing the Market Outlook 
for THE MAGAZINE OF WALL STREET 
these past two years and whose judg- 
ment has been consistently accurate. 
Mr. Miller points out fundamental 
principles, based on commonsense, 
which is the only sound method of 
speculation in any market, particularly 
so at this time. Only those who un- 
derstand these principles can afford to 
take a greater risk in order to make 
proportionately larger profits. You will 
find his ideas and methods of real help. 


Superior Knowledge is the Basis of All Success 


These brochures written by three experts on our staff whose work has attracted national attention 
these past two years is our contribution to help the businessman-investor at this time. 


Special Offer on Next Page Gives You These Guides FREE 





The THREE Component Parts of a Successful Financial Education 
With Every Gift Subscription to The Magazine of Wall Street 
A CHRISTMAS GIFT That Brings 
Happiness a Success # Prosperity 


For yourself—for father, brother, friend, business associate 

















HE gift that lasts forever and can never be taken away from you is knowledge and 

superior judgment. It is the key to success and happiness, and will become more so 
now that the business and investment outlook is based on realities. Facts now more than 
ever before are essential to make real progress in 1932. 

This year of all years, no Christmas Gift you can send can be of more practical value 
or compliment a man more than The Magazine of Wall Street. It indicates to the recipient 
that you have faith in his “making the grade”, and 26 times a year he is reminded of your 
thoughtfulness. He will read it with satisfaction; at first because he knows you expect 
him to. He will continue reading it because he will speedily realize that he derives more prac- 
tical benefit from its pages than from any reading he has done before. 


The Magazine of Wall Street Will Especially Benefit— f 


The Businessman—Because he receives fortnightly, authoritative interpretation of 
vital economic forces—developments in domestic and world trade—forecasts of 
changes in the credit situation—interpretation of political factors—facts briefly A Subscriber’s 
and simply put which enable him to keep up-to-the-minute on every new situation Christmas Suggestion 
that is likely to affect his own business. ae ele ; 

al Sot A : : : ave decided te give my 

The Investor—Because it gives him sound investment guidance—shows him how friends the best Christmas gift 
and when to invest safely and profitably—points out the danger signals to avoid possible—an annual subscrip- 
loss—develops his own investment judgment. tion to your Magazine. Re- 

Executives and Employees—Because it gives them the basic fundamentals so es- a oe eho ged .. 
sential to sound thinking and business progress; it points the way to saving and structive guide and a business 
the building of a backlog of sound investment. Many business concerns make essential—R, S, G., Des 
it a yearly custom to present a subscription to their principal employees. Moines, Ia, 

Your Son and Daughter—Because you want to round out their education and td 
prepare them for the business of life and the safeguarding of their earnings. © GIFTS 

Your Business Associates—Because it makes a practical and valuable gift that they 
will use continuously throughout the year. FOR $ 7 5 0 

Yourself—Because you will find a gift that will yield dividends out of all proportion " 
to its cost. THE PRICE OF ONE 


Here is the Offer Giving You Three Gifts FREE 


Send us $7.50 for a gift subscription to The Magazine of Wall The Magazine of Wall 
Street for one year beginning either with the current number or Street 
Christmas Number and we will also send you our Three New Guides. $ 7 5 0 


The Three Component Parts of a Successful Financial Education 








‘ " Z Three New Guides 
Two Christmas Gifts for the Price of One so Sernessiel Taviiln, t- 
resenting the three component 
parts of a successful financial 
education. 


You can send the Magazine as a gift to one friend and the guides 
as a gift to another friend . .. thus saving the cost of one gift 


This offer limited to 15 days represents our Annual Contribution for the Advancement of 
Financial and Business Knowledge among those interested in successful investing. é 


MAIL THIS CHRISTMAS GIFT COUPON TODAY 


THE MAGAZINE OF WALL STREET It is understood that I am to receive without charge copies 
42 Broadway, New York, N. Y. of your “Three New Guides” representing the three com- 
ponent parts of a successful financial education. 





I enclose check for $7.50 for 1 year or $12.50 for 2 years. 


Send The Magasixe of Wall Street to: 
Remitter’s Name 


ORE t ba uc bak tk Shh ehbGeasksn eee Seanad eeeas i Address 
(C0 Check here if you desire us to send a Gift Card to arrive on Christmas morning. 


Note: The Magazine may be sent to one address and the books to another. If the person for whom the gift subscription is sent is already 
a subscriber, the subscription will be ded for one year. (Canadian and Foreign Postage $1.00 extra per year.) 


NOTE—Add $1.50 for a year’s subscription to Monthly “Adjustable Stock Ratings”’ 
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The United States Grows Up 
(Continued from page 267) 








Costs are low—efficiency high and 
earnings usually well maintained, but 
spectacular gains in earnings are less 
notable than in the preceding phase. 
Automobiles are now in this field. So 
are tobacco manufacturers, dairy prod- 
ucts, public utilities, biscuit manufac- 
turers and others. 

Investments in this phase should be 
based on appraisals which accord less 
weight to prospective earnings gains 
and more to current earnings, ability 
to withstand adversity, management, 

anence of markets, etc. Income 
and dividend policies should receive 
much consideration. 

The last phase is in reality the sec- 
ond stage of economic maturity. 
Growth is nil and even gradual retro- 
gression is possible. Industries in this 
fourth phase may be suffering from 
changing times, replacement of their 
output by new materials or too much 
capacity. Coal is an example of 
an industry affected by both of these 
conditions, that is, competition of 
natural gas and oil on the one hand 
and greatly over-developed facilities 
for production on the other. Other 
industries such as shoes, cotton textiles 
and paper are handicapped by exces- 
sive production capacity alone. Steel 
is verging on this latter condition which 
dims its prospects for genuine progress 
unless new factors alter its future 
position. 

Investments in industries in this last 
phase of development must be ap- 
praised from the standpoint of estab- 
lished and demonstrated earning power 
and dividend record and whether such 
record can be continued in the future. 
Many industries in this phase have 
passed the profit stage. Others can 
continue indefinitely as sound enter- 
prises which will maintain a good aver- 
age rate of return but few if any can 

expected to show any sustained 
growth. Fluctuations in earning power 
will prevail with good times and bad 
but the number of new high records 
will not be impressive. 

Companies in industries in this last 
phase thus divide into two groups: 
Those which are in gradual decline and 
those sound enough and with suffi- 
ciently insured position to be regarded 
purely as high-grade investments for 
income. 

If the country as a whole is ap- 
Proaching economic maturity it is, of 
course, obvious that an increasing num- 

of our older industries will be 
found in the latter two phases of de- 
velopment. This means that a propor- 
Honately larger number of investments 
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must be made on the basis of present 
position rather than future growth. In 
the past ten years it was common ex- 
perience to protest that a certain stock 
was already selling at 20 or 25 times 
current earnings; and to receive the 
plausible reply: “Yes but think where 
the company will be five or ten years 
from now.” Such a remark in 1921 
and 1922 was not without foundation 
but in many cases, it has little to sup- 
port it in 1932. With the exception 
of the industries which are today dy- 
namic, which unmistakably face un- 
saturated markets and fields of growth, 
it will prove wisest to go back to first 
principles and buy present asset value, 
management, long record of achieve- 
ment, current income, and not put too 
much weight on future expansion. 








General Electric Co. 
(Continued from page 281) 








1902 to the spring of 1926, the rate ex- 
cept for one small “Red Cross” divi- 
dend in 1917 was uniformly $8 annu- 
ally. Following the four-for-one split 
in 1926 a $3 rate was established and 
this was subsequently raised to $4 with 
cash extras. After the second four- 
for-one split the new stock was put 
upon a regular basis of $1.60 a share 
annually, or an amount equal to $25.60 
on the original $100 par stock. This is 
the rate now in effect. In view of the 
company’s earnings, however, there is 
some doubt as to whether it will be 
maintained. 

One could say with certainty that 
the present rate would not be kept up 
for any length of time, if it were not 
for the company’s formidably strong 
financial position. The balance sheet 
published for the year ended Decem- 
ber 31, 1930, is an interesting docu- 
ment. The cost of the company’s 
manufacturing plants including land, 
buildings and machinery was shown to 
be about $198,000,000. But against 
this the company had set up a general 
plant reserve for depreciation of $152,- 
000,000, which left a net value of 
about $46,000,000. This sum was 
some $20,000,000 less than that at 
which similar items were carried on the 
books in 1921—something which could 
clearly indicate the conservatism of the 
company’s bookkeeping practice. 

This conclusion is further borne out 
by reason of the fact that the com- 
pany’s furniture and very valuable 
patents are carried at $1. Investments 
in associated manufacturing and distrib- 
uting companies together with miscella- 
neous securities were carried at $204,- 
800,000, an item which has continually 

(Please turn to page 301) 
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BROAD STREET 


NEW YORK 


It is to your advantage to have your 
office in a building completed May 1, 
1931 and already more than two-thirds 
rented. Tenants include leaders in in- 
dustry, law, finance, public utilities. 


THE 
STONE & WEBSTER BUILDING 
INCORPORATED 











Large or 


Small Orders 


executed with the same courtesy 
and careful attention. We have a 
special department for Odd Lots 


[10 share orders accepted on margin] 


Helpful booklet MG on Trading 
Methods sent free on request 


(ishoim & GAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 























Dividends and Interest 








PH sucrican TYPE FOUNDERS COMPANY = 

> Jersey City, N. J., December 16, 1931 

EY A quarterly dividend (No. 119) of one and three- 

> quarters per cent on the Preferred Stock has 
this day been declared payable January 15, 1932, 

D to stockholders of record at the close of business 
January 5, 1932. Checks mailed by City Bank- 

D Farmers Trust Company, Transfer Agent, 22 

p William Street, New York City. 


» WALTER S. MARDER, Secretary 


UNITED VERDE EXTENSION MINING 
COMPANY 
233 Broadway, New York, N. Y¥. 

Dividend No, 68 December 18th, 1931, 

A dividend of Twenty-five Cents per share on the 
outstanding capital stock has been declared pay- 
able February ist, 1932, to stockholders of record 
at the close of business January 2nd, 1932. Stock 
transfer books do not close. 

C. P. SANDS, Treasurer. 


The New York Central Railroad Co, 

New York, December 9, 1981. 
For the purpose of the Annual Meeting of 
Stockholders of this Company, which will be held 
January 27, 1932, the Stock Transfer Books will be 
closed at 3 P. M. December 28, 1931, and reopened 

at 10 A. M. January 28, 1932. 
H. G. SNELLING, General Treasurer. 
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Accounts Carried On 


Conservative Margin 


Odd Lots —100 Share Lots 


Daily Market Letter 
on Request 


W. K. Johnson & Co. 


Members, New York Stock Exchange 
Members, New York Curb Exchange 
Members, Philadelphia Stock Exchange 
40 Wall Street 60 E. 42nd Street 
New York City 


Pittsburgh, Philadelphie, Hartford, New 
Haven, New Britain, Bridgeport, Albany 











WE have prepared a Selected 
List of Dividend Paying Com- 
mon Stocks of Companies 
having Good Balance Sheets 
and Current Earning Power 
and WITH NO BONDS OR PRE 
FERRED STOCKS AHEAD OF 
THE COMMON STOCKS. 


Copy of list 
mailed upon request 


Ward, Gruver & Co. 


Members New York Stock Exchange 
Associate Members N. Y. Curb Bachange 


100 Hudson St. 131 E. 86th St. 
20 Broad St. 
New York 








Dividends and Interest 


THE WESTERN UNION TELEGRAPH CO. 
New York, December 8th, 1981. 
DIVIDED NO. 251 
A dividend of ONE AND ONE HALF PBR CENT. 
on the Capital Stock of this Company has been 
dec: payable on the 15th day of January next, 
ge of record at the close of business 
a the 224 day of December, 1931. 
The transfer books will remain open. 
G. K. HUNTINGTON, Treasurer. 
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New York Stock Exchange 














1929 1930 
"MOE A i f on » 
A High Low High Low 
—_—e. Shee bevahvcrdwseseees Fret —e deg 168 
bbsinpede'secs dt ewondee 8 100 
Atlantic Coast Line ............ 200% 161 175% 95% 
B 
Baltimore & Ohio ............+. 145% 105 122% 55% 
ngor & A OG oc ccccvccces 55 84, 50% 
Brooklyn-Manhattan Transit ..... 81% 40 18% 55% 
RMS psictiscnsesscavdashe 5% 16% 98% 
o 
Pacific ......ccccccee 185 52% 85% 
o & Ohio ...... 160 51% 32% 
Cc, M. & 8t. Paul & Pacific 16 % 4% 
deoudetbesnece 284, 464% ™ 
Chicago & Northwestern 16 89% 28% 
Chicago, Rock Is. & Pacific...... 143% 101 125% 45% 
D 
Delaware & Hudson ..........+-. 226 141% 181 130% 
Delaware, Lack. & Western...... 169%, 120% 153 6914 
E 
ETERS inn 5 oaG0aonhea sews ose 98% 41% 63% 22 
Do Usb BIE, 2... cccvccccscoses 66% 55% 61% fa 
G 
Great Northern Pfd. ............ 128% 85% 102 51 
zH 
Hudson & Manhattan ............ 58% 34% 53% 34% 
I 
BED cccccccscrcccoce 153% 116 186% 65% 
se ollbeey Rapid Transit...... 58% 15 89% 20% 
p :¢ 
os ee aw Gouthern ...ccccceee 108% 60 85% 34 
cre RN ESS ee 63 70 63 
L 
Lehigh Valley ...........-seeeee 102% 65 84% 40 
ineleetio. ry "Nashville liiehabenes 154% 110 138% 84 
M 
Mo., Kansas & Texas..........- 65% 27% 665, 14% 
BDO BEE, ccccvccccdecsecccece O74 93% 108% 60 
Missouri Pacific ........+..-.++. 101% 46 98% 20% 
BD By. cccnpenvccoscceasccce 1 105 145% 79 
N 
New York Central .............. 256% 160 192% 105% 
N. Y¥., Chic. & St. Louis......... 192% 110 144 73 
N, x. N. H. & Hartford........ 182% 80% 128% 67% 
Norfolk & Western ...........-- 191 265 181% 
Northern Pacific .........-+.... 118% 16% 97 42% 
P 
Pennsylvania ..........-+2eeeeee 110 12% 86% 53 
Pittsburgh B&W. Vee cccccicees. 148% 90 121% 481% 
B 
ReaGing ..cccccscseccsccsvcccsecs 147% 101% 141% 13 
Do Ist PLE, ..cccscccccccccce 50 41% 50% 44 
8 
St. Louis-San Fran. .......-.--.- 183% 101 118% 39% 
St. Louis-Southwestern ......-.-- 115% 50 16% 18 
Seaboard Air Lines.............. 21 9% 12% 
Southern Pacific ..........+.++-- 157% 105 127 88 
Southern Railway ........-.-+-+. 162% 109 186% 46% 
arr 100 93 101 16 
Uv 
— BEDS ba nducges<dsos900s0 297% 200 242% 166% 
Ry  bapedcgesaestteeeens 85% 80 88% 82% 
w . 
WDE cba deancdsdcecseccces 81 40 67% 11% 
MOM. cnn cns b0ns00p00s0 es 104% 82 89% 39 
Western Maryland .........--.. 54 10 86 10 
Western Pacific ........- staaeas 41% 15 30% 1% 
WO BOG. ccccccvcvcccsccesces 67% 87% 58% 
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31% 


1931 


Low 


16% 
25% 


9% 
6% 


1% 
15 


Last 


Div'd 


Sale P 
12/16/31 See 


82% 
7 


8% 


7 
11% 


74% 
54 


INDUSTRIALS AND MISCELLANEOUS 


1929 





A High 
Adams Express : 34 
Air Reductions, Inc. ass 223%, 
Allegheny Corp. ......-..++++++: 56% 
Allied Chemicals & Dye.........- 354% 
Allis De Gideccsacdes 15% 
Amer, Brake Shoe & Fadry........ 62 
American Can ......-+.+-s-0- 184% 
Amer. Car & Fdy..........++++-- 106% 
Amer. & Foreign Power.........- 199% 
American Ice ......-eseeeeeeees 
Amer. International Corp........ 96% 
Amer, Mchy. & Foundry........-. 
Amer. Power & Light.........-- 175% 
Amer, Radiator & 8. 8......---. 55% 
Amer. Rolling Mill ...........-- 4454 
Amer. Smelting & Refining...... 180% 
Amer. Steel Foundries........... 
American Stores .......-.---+-- 514 
Amer. Sugar Refining ......----- 
Amet, Tel. & Tel........-.----+- 310% 
Amer. Tobacco Com.........---- 


1930 


1981 
High Low 
28% 38% 
109% 48% 
12% 1% 
182% 66Y, 
42% 125% 
38 14% 
129% 59% 
38% HH 
51% 6 
81% 10% 
26 5% 
48% 16 
64% 12 
21% 5 
87% 8 
58% 17% 
31% 5 
48y, 35 
60 34% 
201% 119% 
128% 6614 


Last 
Sale 
12/16/31 

8% 
49 


119% 
68 


10 
5 
4 
3% 
4 
6 


1% 
2, 


3% 


bo 


Div'd 
$ Per 


+44 
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INDUSTRIALS AND MISCELLANEOUS (Continued) 


1929 1930 1981 Last Divd 
—_ er xs A——— c a » ._ Bale §$ Per 
A High Low High Low High Low 12/16/31 Share 
Amer, Water Works & Elec..... 199 50 124% 47% 80% 23% 2% 8 
Anaconda Copper Mining ........ 140 67% 81% 25 43% 9% 9% oy 
Assoc, Dry Goods ............ _22 70 25 50% 19 295 6% 6% 1 
Atlantic, Gulf & W. I, 8.8, Line. 86% 82% 80% 33 89 10% 12% ‘a 
Atlantio Refining .........+-+++. 11% 30 51% 16% 23% 9 9 1 
Auburn Auto ......--.seeeee rene 514 120 3% 295% 84% 122 4 
B 
Baldwin Loco. Works............ 15 38 19% 27% 4% 5% oe 
Barnsdall Corp. Cl. A 20 84 8% 14% 4% 5 es 
Beech Nut Packing ............. 45 10% 46% 62 87% 40 3 
Bendix Aviation ........-...00.- 25 57% 14% 25% 12% 16% 1 
Best & CO. ...cceccescccccesess 25 56% 30% 46% 22% 22% 2 
Bethlehem Steel Corp es 18% 110% 41% 10% 20 20% 2 
Bohn Aluminum ....... 837 69 15% 43 15% 15% 1% 
Borden Company ....... 53 90% 16% 37 87% 8 
Borg-Warner .......--...00- 26 50% 15 30% 9% 9% 1 
Briggs MiG. ...2ccs-cseccscccees 8% 25% 12% 22% 1% 8% 1% 
Burroughs Adding Mach 29 61% 18% 82% 10 10% 1% 
Byers & Co, (A. M.) ....+.-.000. 50 112% % 11% 12% os 
o 
California Packing ............+- 84% 68% 11% 41% 53 8 8% an 
Calumet & Hecla ..........2... 61% 25 83% 1% 11% 3% 3% sta 
Canada Dry Ginger Ale ......... 98% 45 15% 30% 45 18% 18% 3 
OS Or ort 1380 362% 83% 181% 33% 38% ~~ 
Caterpillar Tractor ............. 50% 19% 22 52% 10% 10% 2 
Cerro de Pasco Copper " 52% 65% 21 30% 9% 12 1 
Chesapeake Corp, ..... 42% 82% 82% 54% 144% 15 3 
Childs Co. ...cccccccee. 44y, 675% 22% 33% 6% 1% a 
Obrysler Corp. .........- 26 43 14% ony 11% 12% 1 
GesaOole "Co. ..ccccccccecccccces 101 191% 138% 170 97% 109 8 
Colgate-Palmolive-Peet 40 64% ad 50% 251% 2% 
Golorado Fuel & Iron............ 27% T7 18% 32% 1% 7% ae 
Columbian Carbon .............. 105 199 65% 111% 32 38% 4 
Colum. Gas & Electric 52 87 80% 45% 18% 14 1% 
Commercial Credit ....... 18 40% 15% 23% 8 9% 1.60 
Commercial Solvent ........ ie 20% 38 14 21% 65% 1% 1 
Commonwealth Southern ........ 24% 10 20% 1% 12 3 3% .380 
Consolidated Gas of N. Y. ...... 188% 80% 186% 18Y, 199% 69% 61% 4 
Continental Baking Ol, A........ 90 25% 52% 16% 30 5% 5% ot 
Continental Can, Ine, ........... 4014 11% 48% 62%, 31% 33 2% 
OS Ue Se 5 ree 48 80% 1% 12 5 6 A 
Gorn Products Refining 70 111% 65 RAS, gRYy, 89% 3 
Oudahy Packing ........... 36 48 88% 48% 29 82 4 
Curtis Publishing ....... 100 126% 85 100 2 29 4 
Curtiss Wright, Common . oe 6% 14% 1% 5% 1% 1% re 
Curtiss as eae 18% 19% 8 By 1% 1% 
Davison Chemical ...........+.. 69% 21% 5h 10 23 8% 8 es 
gE See ee ees 126% 69 87% 57% 18% 42% ast a 
Du Pont de Nemours............ 231 80 145% 80% 107 51% 52% g 
E > 
Eastman Kodak Oo. 150 255% 142% 185% 81 83 8 
Eaton Axle & Spring 18 87% 11% 21% oe 6% 1 
Electric Auto Lite ....... 50 114% 33 14% 20 29% 4 
Elec, Power & Light 29% 108% 34% 60% 9% 9% 1 
Eleo, Storage Battery 55 19% 47% 66 23 25% £ 
Endicott-Johnson Corp, .......-. 83% 49% 59% 36% 45% 24 24 3 
F 
Firestone Tire & Rubber......... 87 24 83% 15 21 
First National Stores .......%... 90 ne 61% gore o” i br} % 
Foster Wheeler ................- 95 83 104% 87% 6% 8% 9% Ke 
Ee Ce es 105 19% 57% 16% 38% 2% 3 se 
Freeport Texas Co.........0..0.+ 54% 23% 55% 244%, 43% 18% 14% 3 
G 
General Amer, Tank Car........ 123% 15 111% 53% 73: 29 30 4 
code a re 94% 42 11% 22% an oe 10% 2 
oe en er 403 168% 95% 41% 54% 238% 24% 1.60 
SE eae ore 81% 85 61% 44% 56 29% 29% 3 
> ses arn sees «89% 50 59% 40% 50 29% 305% 8 
eral Motors Corp............. 91% 83% 64% 31% 48 21% 225% 3 
General Railway Signal......... 126% 70 106% 66 84% 21 21% 5 
General Refractories ............ 88% 50 90 39 57% 12 12% 1 
Gillette Safety Razor ........... 148 80 106% 18 38% 9% 10% ae 
ee Tee ee 82 31% 47% 29 42, 15% 15% 2% 
Goodrich Co. (B. Fi) .......:.0 105% 38% 58% 16% 20% 8% 4 ee 
Goodyear Tire & Rubber......... 154% 60 96% 35% 52% 15% 16 3 
Granby Consol. Min., Smelt. & Pr. 102% 46%, 59% 12 22% 5% 5% 50 
ry oo ‘“ Naas ccewan We rs 3” pets 10 18% 7 ™% x 
BP vcccsyevess / 7 
Gulf States Steel ............... 19 4g ii 2 am He Hes 
R . 
Hershey Chocolate .............+ 148% 45 109 70 103 70 
Houston Oil of Texas........... 109 26 116% 29% e8%4 17% 17% be 
ee Motor Car ..... ous: ae 38 62% 18 26 ™% 10% 1 
MOD Miter ORE iio. ccc ccckccese 82 18 265% 1% 13% 3% ay ga 
I 
Inland Steel 118 71 98 58 
memetaeng oaweeeaN s 71 20 
— Business Machines ........ 255 109 197% 181 179% 92 107s H 
iat p UNE 0c ae scwasteuasees 102% 48 156% 49% 62% 17 17% 3 
ag , icches vo ER OEE cen Ore 142 65 115%. 45% 6ny, 22% 24 2% 
Int, Match Pfd. ..........00.... 102% 47 92 52%, 7% 17% 16%. 4 
“se os age EE PPE OED 72% 25 44%, 12% PN, ¥ TY -20 
inter Paper & Power “‘A’’...... 119 57 a1% 5% 10% 1% 2 “it 
Wi. Rls WE OO cagce tein co on 149% 53 TI% 17% 38% 1% 8% 60 
Bf 
Jewel Tea 45 66 
Johea Meena cceeteeeetes Ye 37 57% A 30% 4 
ohns. agian seosebseeachateices 242%, 90 148% 48% 80% 15% 16% 1 ™ 
Kennecott Copper .............0. 104% w% 62% 20% 81% 10% .60 
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Odd 
Lots 


Apportioning your buy- 
ing among a number of 
different securities is an 
outstanding feature of 
Odd Lot Trading. 

































In diversification lies 
that great margin of 
safety welcomed by 
thoughtful investors. 


This and many other 
advantages of Odd Lot 
trading are fully ex- 
plained in our booklet. 


Ask for M.W. 505 


100 Share Lots 


John Muir’ 
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New York Stock Exchange 


39 Broadway New York : 
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Building & Loan Associations 
Colorado 











IN ADDITION TO 


6” 


Rote a semi-annually, Bu 
either coupon or check, our certi 
en in units of $0 to $5,000 Sites 


Safety of Principal 
Guaranteed Income 
Borrowing Privileges 
No Fluctuation in Price 
A card from you will bring full details 
regarding this excellent safe investment. 
Ask for Booklet “A” 
THE BANKERS BUILDING 


& LOAN ASSOCIATION 
1510 Glenarm St., Denver, Colo. 














New York 
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. a 
Waving systematically is z 

one reason why somany people are © 
financially successful. You too can 
get the habit’ of saving regularly = 
subscribing to our monthly in- = 
tallment shares. Write for descriptive « 
teruture and convince yourself a 
a bd 
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BUILDING LOAW ar 
SAVERS LAE ida 


SERIAL, i 





Tennessee 








TAX FREE 


514 Per Cent Investment 


Tax Free Except Federal Income 
Tax in Excess of $300.00. 


Progressive Building & Loan Association 


Madison Avenue, Memphis, Tenn. 














Dividends and Interest 


THE CUDAHY PACKING COMPANY 


Chicago, Ill., Dec. 18, 1931. 
The Board of Directors has this day de- 
clared the Pe quarterly dividend of One 
oe share on the outstanding 
Fifty Dollar ($50.00) par 
value, payable Seseart 15, 1932, to stock- 
holders of record January 5, 1982. 
A. W. ANDERSON, 
Secretary. 








A Message to Presidents: 


Create investor confidence in your securities 
by publishing your dividend notices, when 
declared, in these columns. Such publica- 
tion brings the investment features of your 
stock to the attention of of stockholders of 
record who read The Magazine of Wall 
Street consistently for financial guidance. 
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Price Rangeof ActiveStocks 


INDUSTRIALS AND MISCELLANEOUS (Continued) 


A 


1929 1930 
A. 


Last Div'a 
Sale 





K ‘High Low ‘High 
Kreuger & Toll .........--00+0- 486% 22% 35% 
Kroger Grocery & Baking 48% 
L 


Liggett & Myers Tob. B 
Liquid Carbonic 
Loew’s, Inc. 
Loose-Wiles Biscuit 

d 


Mathieson Alkali 
May Dept. Stores 


Mont. Ward & C 


N 
Nash Motor Co. 
National Biscuit 
National Cash Register A 
National Dairy Prod.. 
National Lead 
National Power & Light 
North American Co. 

oO 


Otis Elevator 
Otis Steel 


P 
Pacific Gas & ~ amg 
Pacific Lighting ... 
Packard Motor Car . 
Paramount Publix ... 
Penney (J. C.) 
Phillips Petroleum 
Prairie Oil & Gas 
Prairie Pipe Line 
Procter & Gamble 
Public Service of N. J 
Pullman, Ine. 
Pure Oil 
Purity Bakeries 





R 
Radio Corp. of America 
Radio-Keith-Orpheum 
Remineton-Rand 
Republic Steel 
Reynolds (R. J.) Tob. Cl. B 
Royal Dutch 


Shell Union Oil 

Simmons Co. 

Sinclair Consol. Oil Corp 
Skelly Oil C 
Socony-Vacnum-Corp. 

So, Cal. Edison 
Standard Brands 
Standard Gas & Elec. Co 
Standard Of1 of Calif 
Standard O11 of N. J. 
Stewart-Wearner Speedometer 
Stone & Webster 

Studebaker Corn, 





Texas Gulf Sulphur 
Tide Water Assoc, Oil 
Timken Roller Bearing 


v 
Underwood-Elliott-Fisher 
Tinion Carbide & Carbon 
Tinited Aircraft & Trans 


. § Smelting, Ref. & Mining... 
. 8, Steel Corp 


Vv 
Vanadium Corn. 
w 


Warner Brothers Pictures 

Western Union Tel 

Westinzhouse Air Brake 

Wertinehonse Elec. & Mfc... 1% 
White Motor § QTI/, 
Woolworth Co. (F. W.) ROL, 
Worthington P»mp & Mach 48 


tf 
Youngstown Sheet & Tube 91 150% 
¢ Bid Price. § Payable in stock. * Partly extra. 


High 


Sua 
eo 


438 
RR 


3a Fegesas 


~ 
a 
> 
x 


az 


2 223 


Low 12/16/31 Ae 
4% 1.61 
12% 


40% 


300 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 





ever, 
this « 
Tt 
but t 
of el 
upwe 
onese 
of t 
addir 
plian 
ers, 


(Continued from page 297) 
grown and directly reflects the tremen- 
dous increase during the last ten years 
of General Electric’s other income. 
Finally, net current assets including 
$142,000,000 in cash totaled some 
$242,565,000, whereas current liabili- 
ties at the end of last year amounted 
to only $40,603,000, indicating a net 
working capital in the very respectable 
sum of $201,962,000. 

In view of this cash position, it may 
well be that the company will continue 
to pay common dividends at the pres- 
ent rate of $1.60 a share for the next 
year or so regardless of whether earn- 
ings are sufficient to cover them. For 
the current year earnings are likely to 
fall short of requirements by about 20 
cents a share, but the five or six mil- 
lion dollars necessary to cover the dif: 
ference will make but a small dent in 
the company’s cash holdings. 


Future Outlook 


It is not, however, particularly im- 
portant whether the company main- 
tains for a few months an unearned 
dividend or whether it makes an im- 
mediate reduction. The really impor- 
tant point to be decided is when, if 
ever, will earnings be sufficient to cover 
this or a higher rate. 

There appears no reason to doubt 
but that the long-term trend in the use 
of electricity throughout the world is 
upward. One has only to look around 
oneself for a moment to be convinced 
of this. Neighbors are continually 
adding to their household electrical ap- 
pliances—refrigerators, vacuum clean- 
ers, radios, fans, washing machines, 
irons, stoves and a hundred other 
things. Railroads here and there 
throughout the country are being 
changed from steam to electricity. In 
industry, electric power is becoming 
steadily more popular. 

This favorable long-term trend, how- 
ever, does not alter the fact that from 
General Electric’s point of view one of 
its most important outlets is likely to 
take during at least the next year or 
s a much smaller volume of products 
than was taken during the years 1927, 
1928 and 1929. This is the generat- 
ing outlet. Public utility enterprises 
throughout the country have in many 
cases been built up on the theory that 
the activity of 1929 would continue in- 
definitely. Their problem now is to 
find a market for their surplus generat- 
ing capacity and until they do so the 
number of new installations which 
General Electric will be called upon to 
make is likely to be small. 

Furthermore, the deplorable finan- 
cial and political state of many foreign 
countries is yet another disquieting 
feature of the company’s near-term 
outlook. Under these conditions no 
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great activity in either generating 
equipment or in user equipment can 
logically be expected to originate 
abroad for some time. 

From the standpoint of the investor 
it must also be remembered that the 
company’s stock at the present price of 
$24 a share is selling at a price which 
is equivalent to $384 a share for the 
old $100 par stock which was out- 
standing as recently as 1926. The 
high in that year was only $386/. 
This, on the face of it would seem to 
indicate that the issue cannot be con- 
sidered outstandingly cheap by present 
standards and prospects. 

Despite all, however, General Elec- 
tric both on its record and long-term 
potentialities is justly entitled to com- 
mand a considerable premium over the 
generally accepted standards of value. 
The exact amount will always have to 
be a matter for the individual investor 
to settle himself, although its purchase 
at a level between $20 and $25 a share 
would seem conservative, safe and not 
without considerable promise of ulti- 
mate reward. 








Ridiculous Extremes Make 
Opportunities 


(Continued from page 269) 








pulse toward money ease. In recent 
weeks we have imported more than 
$125,000,000 in gold, partly offsetting 
the exceptionally heavy export move- 
ment of September and October, and 
this has slightly eased the money mar- 
ket. 

Whether this import movement is to 
continue, however, and whether the 
export movement, particularly to 
France, may again be renewed are con- 
jectural. French gold policy is subject 
to political, as well as economic, con- 
siderations. Rapid withdrawal of her 
remaining American balances would 
not be important if our own hoarded 
resources were in banks, where they 
belong, but under existing circum- 
stances would undoubtedly tighten 
money. 

With corporate surpluses depleted 
by depression, there will probably be 
a moderate increase in commercial bor- 
rowing, even without substantial trade 
revival, and this would be a hardening 
influence on money rates. It can 
hardly, however, effect any major 
change. Fears of heavy Government 
financing as an obstacle to the bond 
market have been modified by the 
Treasury’s apparent decision to rely 
heavily upon short-term obligations 
rather than long-term bonds. 

Despite the confusion which sur- 
rounds possible political developments 


at Washington, the vital question is 
whether an effort will be made, through 
various schemes of inflation, to lift us 
back toward the economic level of the 
recent boom era or whether the view 
will frankly be accepted that we must 
remain on a lower level and seek even- 
tual prosperity by adjusting all costs to 
this level. So far as the bond outlook 
is concerned, the conservative latter 
course would be infinitely preferable, 
while inflation would be adverse in 
proportion to its extent. 

The even balance of power in Con- 
gress appears to be a strong safeguard 
against enforcement of wild or radical 
measures. Hence, it is to be doubted 
that dangerous inflation is likely. A 
mild degree of inflation should not fur- 
ther unsettle the bond market, for with 
the best issues selling at prices to yield 
from 4.50 to 5 per cent, moderately 
higher money rates have already been 
discounted. Junior bonds, of course, 
have declined without relation to credit 
rates. 


Railroad Bonds 


The most conspicuous sore spot in 
the market is the weakness of railroad 
bonds, reflecting the distressing decline 
in railway earnings. There is reason 
to believe that if this can be cleared up 
and some measure of confidence in 
railroad credit restored, the entire bond 
list would respond favorably. Such an 
outcome is by no means impossible. 

Railroad bonds, widely owned by in- 
surance companies and savings banks 
as well as commercial banks and pri- 
vate investors, aggregate approximately 
$11,500,000,000, on which the annual 
interest charges last year amounted to 
$490,000,000. This fixed charge may 
appear imposing, but, while it may not 
be earned in 1931, the discrepancy ac- 
tually will be no staggering sum. 

Indeed, the margin of financial help 
which the roads as a whole need is so 
small that it would be inconceivable to 
permit destruction of their credit. 
Pooling of the slightly higher freight 
rates authorized by the Interstate Com- 
merce Commission will be helpful. A 
reduction of 10 per cent in wages, re- 
sulting in an aggregate saving of at 
least $10,000,060 a year, would go far 
toward solving the problem. 

Whether such a reduction will come 
quickly and voluntarily is doubtful but 
with public opinion reconciled to re- 
duced wage standards for every other 
class of labor, a downward revision 
here almost unquestionably could be 
had through resort to the established 
procedure of arbitration. This may 
take six to eight months but, even with- 
out early business improvement, the 

reat majotity of railroads are in at 
ahem strong enough position to weather 
such a period. 

As a last resort, Government aid in 


301 





one form or another can almost cer- 
tainly be expected, if it proves neces- 
sary, since it would be unthinkable for 
a nation seeking economic recovery to 
permit collapse of its transportation 
system. 

In summary, investment hysteria 
under present conditions is wholly un- 
justified. It is largely because of its 
presence, as well as because of other 
factors not related to intrinsic values, 
that sound bonds can be had at attrac- 
tive prices. 








Are Low Prices the Way Out? 
(Continued from page 287) 








cannot be effected over night. There 
is‘no question but that various farm 
products are now selling below average 
cost of production. The inevitable 
effect of this will be to reduce pro- 
duction and probably to cause at least 
moderate price recovery. In summary, 
we believe the present gap will be nar- 
rowed, if not closed, by some apprecia- 
tion in the most distressed farm prod- 
ucts and by some further decline along 
the road to normal in goods which the 
farmer buys. 


Utility Regulation 


Editor, Readers’ Forum: I have read 
in varieus articles the subject of Govern- 
ment regulation or ownership of public 
utilities, but as yet have never been en- 
lightened on just what it means or what 
these advocates want to do in this respect. 

The writer would appreciate an article 
in your magazine on just what this would 
mean. For example, what would become 
of the securities of public utilities held by 
millions of well meaning investors. Would 
these investors be paid for their stock they 
have paid their good money for and how 
would a price be arrived at? 

This situation of fear and apprehension 
to the millions of stockholders has and is 
causing great fear for their investments and 
no doubt has caused thousands to sell their 
utility stocks at ridiculous prices. 

It would be enlightening to know just 
what these “politicians” want to do to the 
investors in public utility stocks, or just 
how far could they go. Give your readers 
an article on this subject and get right 
down to brass tacks and tell us just what 
it would mean to the stockholders. Can 
it be possible that a few “socialistic in- 
clined” politicians could rum millions of 
hard-working and well-meaning investors? 
—George R. Dixon. 


The fears you express as to govern- 
ment regulation or government owner- 
ship of public utilities seem to us ex- 
aggerated. Even among radical poli- 
ticians there is no very strong clamor 
for actual government ownership of all 
utilities. As an emergency action, the 
‘United States Government tried the 
experiment of operating the railroads 
during the war, without conspicuous 
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success. It has also failed in its effort 
to control prices of wheat and cotton. 
We believe it certain that any general 
government ownership of utilities is 
out of the question. Public opinion 
would be averse to it. Moreover, these 
properties would have to be paid for, 
since they cannot be confiscated under 
the law. Whatever the price agreed 
upon, the cost would be enormous and 
there is no reason to believe taxpayers 
would be willing to furnish it. 

There is considerable agitation re- 
garding government ownership and 
operation of public owned hydro-elec- 
tric sites. Such as Muscle Shoals. We 
believe such an experiment would be 
unsuccessful but the trial would not be 
a national calamity. Some such trial, 
indeed, might prove valuable as defi- 
nite proof that government ownership 
is unsound in theory and practice. 

Demands for extensive investigations 
of the utilities, notably the large hold- 
ing companies, no doubt will be heard 
in the present session of Congress. 
Whether these will result ultimately in 
tighter regulation of utility operations 
and rates remain to be seen. In gen- 
eral, most utilities have shown a ready 
willingness to reduce rates.as fast as 
lower costs make possible, deriving an 
off-setting advantage from the larger 
volume of business thus brought about. 
One effect of depression is to lower 
utility costs. If the savings are passed 
along to the consumer, as they prob- 
ably will be, much political ammuni- 
tion will be destroyed. 


Investment Trusts 


Editor, Readers’ Forum: 
the impression that investment trusts were 
formed by wise, financial people so as to 
eliminate the speculative element for the 
unsophisticated buyers of stock. Their 
judgment and financial acumen was sup- 
posed to be something to make their stocks, 
safe sound, and spread the risk and make 
a steady income of a safe 6 or 7% for the 
buyers of investment trust stocks. 

Why is it that nearly all the investment 
trusts were floated when stocks were high 
and most of them cannot now liquidate for 
anything like the purchase prices of the 
stocks held in their portfolios? Where its 
that financial acumen that was to be used 
for the benefit of the people who did not 
know enough to buy their own stocks. Buy- 
ing and selling at opportune times, etc. 

Wasn’t it a case of “a lot of foolish 








In the Next Issue 
Ten Outstanding 


Investments 


For 1932 
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I was under . 


people having a lot of foolish money” ang 
that was what the organizers of investmenj 
trust stocks took advantage of and cashed 
in on when the getting was good. 

Are the investment trusts now buying or 
are most of them in. the same condition of 
a lot of individual buyers, a lot of bargains 
to be had, but no money to take advantage 
of the opportunity. 

Would you give me your candid opinion 
of my deductions above. No, I did not 
buy any investment trust stocks and am not 
writing in a spirit of unfair criticism— 
Frank W. Hallin. 

The investment trust idea has proved 
sound in England, where it originated, 
but the conservative British method un- 
fortunately was not adopted here. The 
American trust was popularized near 
the peak of the greatest speculative 
boom we have ever had. In criticizing 
the apparent lack of vision shown by 
the trusts, however, we should frankly 
make allowances for the circumstances, 
Stocks floated by trusts to obtain capi- 
tal could not have been sold except ina 
boom. Moreover, many firms were 
naturally influenced by the desire to 
make underwriting profits. The ideal 
action, as we can see now, would have 
been for the trusts to take advantage 
of the speculative mania to raise their 
funds, then to hold those funds liquid 
until prices declined to a solid base. 
In the majority of instances trust man- 
agements misjudged the underlying 
situation about as badly as did the gen- 
eral public. Most trusts are in a posi- 
tion to do a moderate amount of buy- 
ing or have bonds which can be 
switched into stocks, but such demand 
will not come into the market all at 
one time and probably will not be a 
major market influence. 








Remonetizing Silver With or 
Without Bimetallism 
(Continued from page 260) 








with those of world producers at 
an agreed price the price of silver 
can be restored to a fair level. This 
is especially the case at the present 
time since it is apparent from pre- 
liminary production figures that the 
world output of new silver the cur’ 
rent year will probably not exceed 
200,000,000 ounces as compared with 
a normal production of between 
250,000,000 and 265,000,000 ounces. 
The prospect of an agreement with 
the Indian government along these 
lines has been greatly improved, revolu- 
tionized in fact, by the fall of the rupee 
from the gold standard following that 
of the pound sterling. The immediate 
result of this change is that there is no 
longer the same necessity for the gow 
ernment at Delhi to sell silver to main: 
tain its gold reserves as there was be 
fore the abandonment of gold pay’ 
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ments. The tendency so far has been 
' for the rupee to show less depreciation 
than the pound and since it is the 

licy of the Indian government for 
the rupee to follow the pound the gold 

ressure on the rupee is rather less than 
on the pound and the government has 
additional encouragement to enter into 
a price agreement for silver. 

The fact is that the departure of 
sterling from the gold standard has 
changed the entire outlook for silver 
in Great Britain and those other coun- 
tries which have followed it in the sus- 
pension of gold payments. There is 
considerably more than mere good 
natured acquiescence in various state- 
ments in the British financial press that 
now that Great Britain is off the gold 
standard financial orthodoxy no longer 
requires that the British government 
refuse that international conference on 
silver which has been so insistently de- 
manded not only in the United States 
but particularly in Latin America and 
other silver producing countries whose 
national income in large part depends 
upon the price of the metal. Indeed 
statements were made by government 
supporters in the recent campaign in 
Great Britain that if the government 
was returned to power not only would 
an international monetary conference 
be called but also that silver would be 
one of the subjects on the agenda of 
any such conference. 


Bi-Metallism? 


The joint report of the British In- 
dustries Federation and the Empire 
Economic Union has suggested supple- 
menting the metallic basis of credit in 
the Empire and elsewhere by authoriz- 
ing central banks to keep a certain 
amount of silver in their reserves. How 
far British sentiment in favor of an in- 
ternational monetary conference will 
go and how far British sentiment to- 
wards silver has changed since Great 
Britain departed from financial ortho- 
doxy and the gold standard are ques- 
tionable. At all events it is apparent 
that the slump of the Indian rupee 
from par in its dependence upon the 
pound has given rise to a new situation 
in India which may vitally affect the 
silver policy of the Indian and British 
governments. 

Sentiment in favor of outright bi- 
metallism also is on the increase, es- 
pecially in those countries whose gold 
position has been impaired and it is 
freely predicted by economists of 
world-wide note that within a year the 
two-metal standard will find favor in 
some countries and before long will 
be widely adopted. Attention is again 
being called to a possible shortage in 
world gold supplies; it is again em- 
Phasized that over a long period of 
years the respective production of gold 
and silver has shown little variation 
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and that the variation has been more 
in the production of gold than any 
abnormal increase in the production of 
silver and that in 1930 the respective 
outputs of world mines was at the ra- 
tio of only twelve-to-one instead of 
the time honored and much revered 
ratio of sixteen-to-one. A rather new 
argument has been introduced in the 
statement that since about 80 per cent 
of world silver production is a by- 
product of the output of base metals 
the supply of silver as a standard of 
currency would be automatically in- 
creased with an increase in industrial 
activity thus automatically increasing 
the supply of currency as an increase 
is needed. What the demand for bi- 
metallism may actually accomplish is, 
of course, uncertain. It is at least cer- 
tain that possible economy in the use 
of gold by an increased use of silver 
under plans such as those recommended 
by the International Chamber of Com- 
merce experts is gathering strength. 
These experts recommend that where a 
government finds it impossible to secure 
a sufficient supply of gold it should 
purchase silver against which notes of 
low denomination, covered by silver to 
almost the full value of the gold cur- 
rency for which it is a substitute, shall 
be issued. These notes would circulate 
concurrently with the paper currency 
which is partly covered by gold. 

Another plan for economy in the 
use of gold by the increased use of 
silver as currency relates to hoarding. 
India is the greatest hoarder of precious 
metals in the world and it is contended 
that a return to silver as currency in 
India would relieve a very important 
strain on world gold stocks. The idea, 
however, applies to other countries 
with special regard for the recent 
hoarding of gold in Europe following 
the suspension of gold payments in sev- 
eral European countries. The theory 
of the protagonists of silver is simply 
that if the nations which have de- 
monetized silver in various ways had 
retained their silver currency or if they 
would restore silver to more general 
use as currency much of the gold or 
gold supported currency now hoarded 
all over the world would be hoarded 
in silver with the result of a better 
price for silver and of a lessened strain 
upon gold. 

The proposition can best be illus- 
trated by the situation in France. When 
France in 1928 stabilized the franc at 
its present value it demonetized its old 
silver coins, redeeming its old five-franc 
pieces at the rate of ten new paper 
francs, the smaller coins being: re- 
deemed at their intrinsic value. The 
result was a perfect flood of silver from 
peasant hoards, some of the coins go- 
ing back as far as Louis XVIII. In 
the past three years France has drawn 
from peasant stockings and thrown on 


world markets considerably over 50,- 
000,000 ounces of silver in addition to 
a stock of silver on hand sufficient to 
coin 100,000,000 ten-franc silver pieces 
if the French government decides to do 
so as was once the plan. The French 
government also proposed to coin gold 
but the tendency of the French people 
to hoard has made it inadvisable, in 
the opinion of the French authorities, 
to proceed with this coinage campaign. 
Nevertheless, hoarding has continued 
and is likely to continue indefinitely so 
long as the French banking system is 
what it is. It has been particularly 
heavy during recent months and espe- 
cially since the British pound went off 
the gold standard. 

The result is that instead of hoard- 
ing old silver coins which were always 
preferred in small amounts the peas- 
ants have been hoarding gold or cur- 
rency secured by gold. No one pre- 
tends to know what the sum involved 
really is but with an increase of 9,000,- 
000,000 francs or about $352,5'75,000 
in French note circulation between 
October 31, 1930, and October 29, 
1931, when hoarding was most pre- 
valent, with constantly decreasing 
volume of business in the country the 
situation seems evident, the circulation 
on November 5, being the highest ever 
recorded with a corresponding drain 
upon the country’s gold stocks. This 
situation in France is duplicated in 
Belgium where the course of demoneti- 
zation of silver has been much the 
same, hoarding much the same and 
where circulation has also increased in 
the past year although, of course, upon 
a much reduced scale. There is similar 
hoarding all over Europe. 


Remonetizing 


That a reduction in the amount of 
gold hoarded in France, Belgium and 
other continental countries could be 
effected by the introduction of silver 
coinage of substantial silver value seems 
certain and the absorption of gold in 
these countries in recent months for 
hoarding has been one of the strong 
factors in the heavy shipment of gold 
from the United States to Europe since 
the pound sterling departed from par. 
In Berlin the upper chamber of the 
Reischbank has authorized the minting 
of 120,000,000 marks in silver coins 
for the replacement of that amount of 
small bank notes and thus relieve the 
bank of the necessity of providing a - 
corresponding amount of gold cover for 
the notes. Several other countries could 
minimize the use of gold in the same 
manner. 

The introducton of silver currency, 
however, usually means a heavy ex- 
penditure which few of the nations 
concerned seem willing to make. The 
elimination of silver from continental 
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circulation and the debasement of 
British silver coinage have been meas- 
ures of economy the necessity for which 
has not yet passed save perhaps in 
France, which already possesses a 
stock of silver sufficient to meet most 
if not all such currency needs. Un- 
doubtedly France could aid silver and 
save gold in considerable amount by 
instituting silver circulation but France 
is the one country in Europe where 
economy in the use of gold is not neces- 
sary at the present time. 

Whatever may be accomplished by 
the authorities of the International 
Chamber of Commerce and advocates 
of silver generally towards its increased 
use as a monetary medium it at least 
seems certain that international finan- 
cial events of the past few months have 
opened up new prospects and that the 
upward tendency of prices has been 
justified. The favorable influence, a 
better price for silver may have on the 
general commodity price level is impor- 
tant and it is quite possible that the 
metal may take that leadership in gen- 
eral price recovery which it displayed 
with disastrous results in the decline in 
commodity levels during the past two 
years. 
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Investment Policy in a 
Reorganization 


(Continued from page 285) 








bondholders, and yet enable the com- 
pany to continue operations. 

Thus in the end, reorganizations are 
based more upon expediency than upon 
fine distinctions between various types 
of securities or the precise wording of 
mortgages. Further than this it is not 
possible to generalize; for no two cases 
are ever just alike. 

So far as we know, all stocks listed 
on the New York Stock Exchange are 
non-assessable; which means that they 
cannot be assessed without the consent 
of registered owners. There are some 
unlisted stocks, however, which are 
assessable; so that it is important for 
an investor to make sure that all such 
certificates are transferred out of his 
name when they are sold. Otherwise 
he might be compelled to pay an assess- 
ment should the company run into dif- 
ficulties at some future date. 

Security holders who deposit their 
certificates with a protective committee, 
or with a reorganization committee, by 
the act of exchanging for certificates of 
deposit consent to pay whatever ex- 
penses and/or assessments are specified 
in the agreement printed on such 
certificate of deposit, and can be 
used for the amount if payment is 
not made by the specified date. If 
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a security holder is unwilling to pay 
his pro rata share of reorganization 
expenses, then the only course is to re- 
frain from turning in his certificates to 
the committee. After a requisite pro- 
portion of security holders has assented 
to a plan of reorganization, the com- 
mittee will announce a date by which 
dissenting security holders may partici- 
pate by depositing their certificates. If 
the time for deposit is not extended, 
then the old certificates which remain 
outstanding are left out of the re- 
organization, and become worthless. 

Once an investor is caught in a re- 
ceivership, the question arises as to 
whether or not he should participate in 
the reorganization. Of course each 
case has to be decided on its merits. 
Holders who are called upon to make 
little or no contribution to the new 
company should participate in the re- 
organization. During the progress of 
a strong bull market it is often profit- 
able to pay an assessment on common 
stock, since the new stock is likely to 
rise considerably in market price; but 
bear markets often swallow up most 
of the assessment, so that common 
stockholders often fare better at such 
times to buy the new stock, assessment 
paid, rather than sink money in trying 
to save the old stock. Assessments are 
sometimes levied under the guise of 
rights to subscribe to new stock, in 
which event both assenting and dis- 
senting holders are offered the privi- 
lege. Usually, however, it will be 
found that such rights have no market 
value. 

The procedure with recapitalizations 
which take place during periods of 
prosperity is very different from in- 
vestment policies called for in reor- 
ganizations growing out of receiver- 
ships. In the former case, changes in 
capital structure are usually due to 
mounting surpluses or to consolida- 
tions. There are no assessments to 
pay. Instead, the stockholder will be 
offered rights, split-ups, and stock divi- 
dends, or else be permitted to exchange 
his holdings for stock in a new and 
larger company. Bond and preferred 
stockholders are often paid a premi- 
um upon redemption of their securi- 
ties. Ordinarily a rise in market price 
will precede the actual consummation 
of such plans, and then this will be 
followed by a reaction of considerable 
proportions while the market is assimi- 
lating a part of the new issues which 
holders decide to sell. The best time, 
then, to buy into a recapitalization is 
when the proposal is first rumored; 
and profits should usually be taken just 
before the new securities are issued. 
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World Caught in Tariff Maze 
(Continued from page 258) 








trade for good there will soon be no 
British market to absorb imports. 

While it is comical to observe how 
a protective tariff country like France 
yells with pain when England gives her 
a dose of her own medicine, it behooves 
the United States to watch its own in- 
terests as Britain shifts her trade 
strategy. 

During the same period when Eng- 
land was frankly free trade, French 
tariffs were low but beginning forty 
years ago France has been becoming 
more and more protective. The same 
is true of Germany and of all the 
larger industrial nations of Europe, 
with the exception of such countries as 
Belgium and Holland, which have felt 
that their cheap labor can hold the do- 
mestic market and compete successfully 
in the foreign market. They deliber- 
ately trade cheap labor for cheap for- 
eign foodstuffs and materials. 

Even the outlying and undeveloped 
nations of Asia, including China and 
India; of South America, Africa and 
Australasia have turned to protection 
and the objective of self-containment 
and economic independence. 

The economic crisis that has gripped 
virtually the whole world for more 
than two years has made many na- 
tions intent on decreasing imports and 
increasing exports. There has been a 
determined effort to push goods into 
the nations having ready cash, such as 
the United States and France. The 
latter already has a huge adverse bal- 
ance of trade, and for the first time in 
decades the United States had an ad- 
verse balance—in August. Our Ameri- 
can tariffs, high as they generally are 
on competitive manufactured goods, 
have been powerless against the efforts 
of bitter determination and imperious 
necessity. Our stores are swamped 
with cheap foreign goods. 

There are several hundred applica- 
tions before the Tariff Commission for 
relief. 


The wealthier a nation the less pro- 
tective is a given tariff rate. Rich peo- 
ple do not haggle about the prices of 
what they desire. 

In this complex situation even the 
low-tariff theorists concede that the 
United States dare not lower its tariffs, 
much as they rail at them, without 
some international tariff equalization. 

Exigencies of state finance, such as 
the balancing of budgets and the at- 
tainment of foreign exchange balances 
to liquidate international debts, have 
restricted trade more than would be 
normal even in these hard times. Here 
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and there a nation, Germany for in- 
stance, is able to increase its export 
balance, but total trade declines; and 
every success of that sort inevitably 
means that other nations have been less 
successful—the exports of one nation 
being the imports of others. 

Whether it be a suicidal policy or 
not it is plain that almost all nations 
are now pursuing policies that tend to- 
ward trade isolation and the maximum 
of self-containment. Before the war 
the United States could have looked 
with comparative equanimity on such 
a tendency. The world had to have 
our agricultural surpluses and our ex- 
ports of manufactured goods were rela- 
tively insignificant. But most of all, 
our foreign investments were negligible. 

We were self-contained in the in- 
terest of all classes; there was no divi- 
sion of selfish group interests. 

But now the world can get along 
without most of our agriculturial ex- 
ports, our surplus manufacturing capac- 
ity cries for foreign outlets, and our 
huge investments abroad have created 
a tremendous interest that favors low 
tariffs and increased imports of both 
manufactured and agricultural goods. 

It is a truism that in the long run 
all international trade is an exchange 
of goods and services. Exports are 
paid for by imports, except as the sur- 
plus of the latter is continually re- 
invested abroad. This means that the 
income on the 15 billion dollars we 
have invested abroad, as well as that 
of our loans to the Allies, must be paid 
by imports of goods or services. Other- 
wise we would soon have all the gold 
of the world—and already we have 
about half of it. 

Thus, our foreign financial expan- 
sion has caused us to try to travel on 
two forking roads. 

We are trying to keep out foreign 
goods and at the same time we are 
creating a tremendous head of power 
to force them in. This divergence of 
interests is illustrated at the moment 
by the fact that our bankers and in- 
dustrialists have put about two billions 
into German private loans, the service 
of which now demands a choice be- 
tween the collection of the debts of 
government to us—to our taxpayers— 
or the collection of private debts—to 
our bankers and investors. 

If present tendencies continue we 
shall, perhaps, have to choose between 
a deliberate policy of self-containment 
carried to the nth degree and further 
international dependence. The former 
might mean the sacrifice of the major 
part of our foreign investments. But 
once they are jettisoned, we can re- 
build our economic structure on the 

is of economic independence more 
easily and satisfactorily than any other 
nation. Not more than 10 per cent of 
Our entire annual production is mar- 
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keted abroad, and only 8 per cent of 
our manufactures. 

In present conditions industrial pro- 
duction is at least 30 per cent below re- 
cent normal. If we could suddenly re- 
turn to 90 per cent we would call our- 
selves prosperous. Of course, there 
would be a painful period of readjust- 
ment. But it requires only some ra- 
tional improvement of our internal eco- 
nomic system to enable us to absorb the 
equivalent of all the manufactures we 
export. 


Except for cotton and wheat, broad- 
ly speaking, we nearly absorb do- 
mestic agricultural production. Cur- 
tailment of foreign markets for agri- 
cultural products would eventually be 
made up by increased domestic prices 
and increase of consumption. In gen- 
eral, the reduction of foreign trade 
would be followed by an increase of 
domestic trade. After readjustment 
we could get along comfortably with 
practically no imports of manufactured 
goods from abroad. That would mean 
about $1,500 million more spent at 
home. It would be far from impos- 
sible to dispense with most foreign raw 
materials of any consequence except 
coffee, sugar and rubber. We could 
even produce the sugar in a little time 
and turn 300 million dollars of busi- 
ness to our farmers. We have sub- 
stitutes that would do in place of raw 
silk, and that would turn 400 million 
dollars to our farmers and manufac- 
turers of textile fibres. Crude ma- 
terials, mostly replaceable at home, rep- 
resent 53 per cent of our imports. 
Practically all of our imports of finished 
and semi-manufactures could be sup- 
plied at home, mostly by a mere shift- 
ing of present manufacturing capacity 
from export to domestic consumption. 
At present there is a tremendous cross- 
trading; we send out and import much 
the same sort of goods in many lines. 


On the other side of the ledger uni- 
versal commercial isolationism would 
probably cause the eventual loss of 
about a thousand million dollars’ worth 
of machinery and automobile markets 
abroad; and gradual shrinkage of a raw 
cotton outlet running from 500 million 
dollars to a billion. A 200-million-dol- 
lar wheat outlet would vanish instan- 
taneously; about the same amount in 
packing house products, another 200 
million dollars in iron and steel, 130 
millions in chemicals, 125 millions in 
fruits and nuts, 150 millions in copper, 
500 millions in petroleum and its prod- 
ucts a hundred millions in coal and 
coke and a few hundred millions’ 
worth of other products. Much of 
this trade is not essential because we 
are importing the same sort of goods 
that we export. It is to a considerable 
extent an economic loss for the United 
States simultaneously to export and im- 
port copper, petroleum, lumber, paper, 





Dividends and Interest 





Public Service Corporation 
of New Jersey 


Dividend No. 98 on Com- 
mon St 
Dividend No. 52 on 8% 
Cumulative Preferred Stock 
Dividend No. 36 on 7% 
Cumulative Preferred Stock 
Dividend No. 14 on $5.00 
Cumulative Preferred Stock 


The Board of Directors ef Public 
Service Corporation of New Jersey has 
declared dividends at the rate of 8% 
per annum on the 8% Cumulative Pre- 
ferred Stock, being $2.00 per share; at 
the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 
per share; at the rate of $5.00 per an- 
num on the non par value Cumulative 
Preferred Stock, being $1.25 per share, 
and 85 cents per share on the non par 
value Common Stock for the quarter 
ending December 31, 1931. All divi- 
dends are payable December 81, 1931, 
to stockholders of record at the close 
of brziness, December 1, 1931. 

Dividends on 6% Cumulative Pre- 
ferred Stock are payable on the last 
day of each month. 

T. W. Van Middlesworth, Treasurer. 





Public Service Electric and 
Gas Company 


Dividend No. 30 on 7% 
Cumulative Preferred Stock 
Dividend No. 2 on $5.00 
Cumulative Preferred Stock 
The Board of Directors of Public 
Service Electric and Gas Company has 
declared the regular quarterly dividend 
on the 7% and $5.00 Preferred Stock of 
that Company. Dividends are payable 
December 31, 1931, to stockholders of 
record at the close of business Decem- 


ber 1, 1931. 
T. W. Van Middlesworth, Treasurer. 











‘CANADA DRY” 


Ginger Ale, Incorporated 
A Delaware Corporation 


Dividend Notice 


At the meeting of the Board of Directors 
of Canada Dry Ginger Ale, ie mah oer se 
held December 17, 1931, a quarterly dividen 
of thirty cents ($.30) per share was de- 
elared, payable January 15, 1932, to stock- 
holders of record at the close of business 
January 2, 1932. 


R. W. SNOW, Secretary. 








The Baltimore & Ohio Railroad Co. 


OFFICER OF THE SECRETARY 
Baltimore, Md., December 16, 1931. 
The Board of Directors this day declared, for the 
three months ending December 31, 1931, a dividend 
of one (1) per ‘cent. on the Preferred stock of the 
Company, payable March 1, 1932, to holders of 
Preferred stock of record at the close of business 
on January 16, 1932. 
The Transfer Books will not close. 
G. F. MAY, Secretary. 


AIR REDUCTION CO., INC. 


Lincoln Bldg., 60 East 42nd St., New York 
December 9, 1981. 
DIVIDEND. NO. 59. 

The Board of Directors of this Company has de- 
clared the regular quarterly dividend of $.75 per 
share on the capital stock of the Company, pay- 
able January 15, 1932, to stockholders of record 
December 81, 1931. 

R. B. DAVIDSON, Secretary. 


MAGMA COPPER COMPANY 
Dividend No. 40 
A dividend of Twelve and one half cents per 
share has been declared on the stock of this Com- 
pany payable January 15, 1982, to stockholders of 
record at the close of business December 31, 1931. 
EH. EB. DODGE, Treasurer. 
December 17, 1981. 








305 

















New York Curb Exchange 














IMPORTANT ISSUES 
Quotations as of December 16, 1931 


1931 
Price Range 

Name and Dividend High Low Price 
Aluminum Co. of Amer...... 224 484% 50% 
Amer. Commonwealth Pr-A 

Cie, BOFe) cn iveccvccvce. 17 1% 1% 
Amer, Cyanamid B.......... 12% 2% ° 2% 
Amer, Lt. & Tr. (2%)......- 544% 20% 2S (0% 
Amer, & Foreign Pwr. War.. 31% 3% 8% 
Amer, Gas Elec. (1)......... 97% 32% 35% 
Amer, Superpower .......... 19% 3 3% 


Assoc, Gas Elec, ‘‘A’’ (Stk. 





SD cancaliauessesssesc0'e 
Brazil T. L. & P. (1)... 7 8% 
Central Stat. El. ....... 1% 1% 
Cities Service (. 5% 
Cities Service Pfd. (6 35% 46% 
Commonwealth & South War. % % 
Cord 5S 5 bv wis Soe 400 4% 6 
Deore & Oo. .......cccevceee 8% 10% 
Durant Motors wy % 
Elec, Bond Share (6% stk.).. 61 9 9% 
Ford Mot. of Canada A...... 29% 8% 8% 
Ford Motors, Ltd, (.36%).... 19% 4 4% 
oS OS SS eae 6% % we 
Goldman Sachs T............ 11% 2 2 


* Partly extra. 





tobacco, coal and coke. All told, if 
foreign trade were to be completely 
embargoed we would at first suffer a 
net nominal loss of one billion, that is, 
the excess of normal exports over im- 
ports. It is hard to believe that in- 
creasing domestic trade would not 
make up for this loss. Our whole 
annual international commercial and 
financial turnover does not exceed 20 
billions—while the domestic turnover is 
1,000 billions. 

That trade balance billion is a lia- 
bility or a profit—according to the 
point of view. It represents, actually, 
a billion dollars more of substantial 
wealth sent out of the country than 
comes in. There is an early limit to 
the amount of gold we can get for it, 
and after we get the gold it does us 
no good. If we take it out in credit 
that only means that we must take the 
goods (which we don’t seem to want) 
at some later time, or else keep on in- 
vesting and reinvesting and getting 
nothing out of our foreign trade except 
credit to the end of the time. And 
with a good chance that it will be 
repudiated, just as our present credits 
are imperilled. 

Foreign trade is largely a vexatious 
snarl for a nation that has the ele- 
ments of sufficient self-contained ‘trade. 

This article does not contend that we 
should go in for commercial isolation. 
But it may be forced upon us as the 
best way out of the dilemma our bank- 
ers and manufacturers have got us into 
through their expansion programs. As 
between expanding international trade 
and finance and contraction of home 
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1931 
Price Range 
———“— Recent 
Name and Dividend High Low Price 
i Perr verre Tre Ibe 26 2644 
Hudson Bay M. & 8........-. 6% 2 2 
Humble Oil (2%)*........... 72 4642 46% 
Entermat. Bet. (3)........... 15% 1% 8 
ge EC See oe 36% 17 20% 
Mid West Util. (8% stk.)... rity 5% 6 


Newmont 
Niagara Hudson Power (.40). 15% 5% 
Niagara Hudson Pwr. Awar.. 3% % 
Northern States Pr. Pfd. (7). 109% 989 89 
Pennroad Corp. (.40)......... 8% 1% 1% 
Public Util, Holding Corp. of 


Amer, (Z War.) .........6. 
St. Regis Paper (.60)........ 21% 2% 2% 
Salt Creek Prod. (1)........ % 8% 8% 
Standard Oil of Ind. (1)...... 38% 16% 15% 
Standard Oil of Ky. (1.60)... 28% 18% 18% 
Swiff & Oo. (8) ......00.00.. 30% 14% «18 
ee eee 18% i 1% 
United Founders ............ 10% 1% 1% 
United Lt. & Pow. A (1).... 34% 5% 5% 
United Gas Corp.........-.. 11% 1% 1% 
U. 8. Pwr. (w sce re 1% 1% 


° e »! We) 
Utility Pow, & Lt. (10% stk.) 14% 1% 2% 
Woolworth (F.W.) Ltd. (.17%) 12% 5% 1% 








markets there can be but one choice, 
if nine parts are superior to one. And 
it will always be possible, even under 
the severest possible restrictions for us 
to sell abroad the equivalent of what 
we must buy abroad. It may be urged 
that our growing wealth and capital 
compel the export of the latter, and so 
necessitate return imports of goods. 
Perhaps, but it is hard to believe that 
the United States is so superabundantly 
supplied with capital that there is no 
longer use for all of it at home. Is it 
not possible that an intelligent reor- 
ganization of our internal economic 
structure would enable us profitably to 
plow back into increased domestic 
trade, improved physical structure and 
equipment and a higher standard of 
living all the capital we now export— 
and more? We do not answer in the 
affirmative—we merely raise the ques- 
tion. ; 








Market’s Downswing 
Enhances Opportunity 
(Continued from page 255) 








used to the idea of Hitler's Fascism, it 
seems less of a menace. 

In the domestic situation public at- 
tention has again been focused on the 
question of short-selling, as a result of 
the detailed statistics given out by the 
New York Stock Exchange. This is 
not a matter with which potential buy- 
ers of stocks should be concerned. The 





figures support the contention that 
short-selling has been a relatively minor 
factor in a liquidating market. Con- 
versely, short-covering probably is not 
a big enough factor to lift the market 
of itself, but, given any let-up in the 
stream of liquidation and any improve- 
ment in sentiment, it will tend, as 
usual, to accelerate the next rally. 

In conclusion, it is perhaps neces- 
sary to emphasize that our generally 
optimistic attitude is not a blanket 
recommendation of all stocks. Our 
recommendation is confined to the 
twenty-four stocks previously named, 
which were selected with careful re- 
gard for financial strength and earning 
power. The majority are reasonably 
priced on current earning power, rather 
than prospective earning power. As to 
the latter prospect, since the business 
trend has been downward throughout 
the year, substantial improvement will 
be necessary to carry it back to the 
early 1931 level, which probably means 
that only the strongest and most favor- 
ably situated companies can do much 
better for 1932 as a whole than to 
match or slightly exceed average 1931 
profits. 








°°? 

Securities Analyzed, Rated and 
e e 7 
Mentioned in This Issue 
Industrials 
Remiix Aviation: Coto. ooo sbipcesws sss 292 
REMOED = Locals caob eGo esse eeeeacwet ene ss 275 

Common Stocks in Annual Re-investment 
IEEE inte skiat-sstaapi ser inueneeias 273 
PME WO BI Si bs ohio ca oehercasenasess 275 
RROD TOMRCESEG GOOG. 53s dicnviecceseaes sven’ 280 
- Berabey Chocolate ...icccccccpecsivvases 269 
ONE (iis ats. ake 1a ek sb ences cA oe bine SS 275 
PIO NS RS a os obs SHG SSE ae dena 291 
Oe BOS Oe ene pre era SEES 275 
UU EOS ORs Wr bd 6 oS i Seah es bo 291 
DESO Y VOTE oie i.o i's osc bkvp es cseeceee 275 
SUPE TUPOO TERE CO, 5 o sa'e Sane auiaiee os ole 05:0 291 
Py N90 as Nes 6 cn tape es cease boule s 269, 290 

Preferred Stocks in Annual Re-investment 
CES i cha e seh che SR eee es Kore owe 272 
Real Silk Hosiery Mills, Inc. ............. 290 
Bean SERN, BNO i kt sce i bececeass 290 
Bente, Bee Bo Coy iiss koe vhs Sei sas ss 292 
NR Tee, Sc kbicje vce be sepa ee maces 275 
ee a ee erry yer 275 
SN APOPNNE chases acoaeOh ates eeesess 269 

Bonds 
Ronds, Diversified Long Term Bonds....... 269 
Bonds for Income and Price Appreciation... 269 
Bonds in Annual Re-investment Guide...... 271 
Petroleum 
Stomdard: Ol Ce F) cissdas aes 554 5% ee 278 
Railroads 


FE POP Peet PRET LY oh Oe ee 
Delaware & Hudson ...........eeeeeeeeee 


Public Utilities 


Electric Bond & Share .............0+++55 275 
Electric Power & Light .............055-+ 278 
Pacific Gas & Electric .........-++++--0:: 276 
Re eee eee keer oe ey ere 269, 275 















—- hw ee 45lUCUCUTT & ante de * ax a 


aorta 














other commodity. In the first place at 
the low present prices the mines of 


Charles Benedict S ivi 
ae See oMBEP | FOOTED 


(Continued from page 265) . : : 
commodity which forms the minor por The books, booklets, circulars and spe- 
tion of metallic content in finished arti- cial letters listed below have been pre- 
cl f hi os ared with the utmost care by business 
iad , es OF W. ch itis a component. It tel advertising in this issue. They 
day, it is time to ponder whether a has no substitute, so that about as much | | ill be sent, free upon ssauest, direc 
slight measure of conciliation may not is used when the price is very high as them in numerical order. We urge our 
: : : to t vantage o 8 
be preferable to the exercise of might. when low quotations are the rule. Be- | | Strvice. Address, Keep Posted Depart- 
The ultimate futility of might is cause of this inelasticity of consump- | | ment Magazine of Wall Strest, 42 Brosd- 
strikingly demonstrated by the British tion, a high price does not 8 i teenth onliaes tama 
experience in India. The trouble with its use. With the known deposits of | | «ppp yor TRADING” 
a bluff is that someone will eventually tin heavily concentrated in Malaya, John Muir & Co., members New York Stock 
; ir . ° ° distributi t nvestors 
call it. If pressed to the limit, Ger- Burma, the Dutch Indies, Siam, China, Ne ee ee ecoas Lot, Tracing,” which «2 
many will refuse to pay. In that event Australia, Nigeria, and Bolivia, there plains the many advantages Siversifieation 
o,2 ¢@ ° e . nv le . 
French politicians will find actual col- is no reason why effective control es 
lection impossible and the application should not permanently raise prices in | | THE SACHE REVIEW Papen ye 
aa es f ‘ enera a 
of military might not only be danger- the manner diamond prices have been S oan situation, pubuunes every week by 
5 ° ° Co., 42 Broadway, New York. 
ously impractical but probably opposed held under control by African firms. ge cee itcation. In writing’ please mea 
by the great body of Frenchmen them- tion the Bache Review. (290). 
selves. A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES 
These eleven Standard Books, published by 


RUBBER The Magazine of Wall Street, cover every 


phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


Trade Tendencies 
t WHEN TO BUY AND WHEN TO SELL 
(Continued from page 288) on of a Weakens The Investment and Business Forecast, a 
































security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
. . i subscribers what securities to buy or sell 
Repeated delays in effectively cur- short and when to close out or cover. (783). 


tailing rubber production has tended to | | reaping meTHODS 


months of 1931 than in the same period foster further accumulation of supplies, The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 


of 1930. Furthermore, — of the world stocks on hand at the first of the helpful information for traders. A copy 
producing countries have slightly ex- present month amounting to more than = 4 ge to 7 SS — A 
ceeded their quotas so that total world an entire year’s consumptive require- bendy al eapannnic Ian eB 0 
stocks hav i i iti ‘ PARTIAL PAYMENT PLAN 
e declined only 1,000 tons in ments. The British and Dutch produc preg yp tnnix tiv agliiengan sr Sem 


the interval from October, 1930, to tion of rubber in the Far East continues change house invites the purchase of high 
grade listed securities on monthly time 


October of this year. As a result tin unabated despite new low prices and payments. Descriptive booklet of plan sent 

slumped from 27 cents a pound on plantation shipments are now running on request. (818). 

March 1 to the present price of 20 about 10% above those of a year ago. | | po You save REGULARLY? 

cents, instead of attaining the antici- In the month of October imports into Subscribe to the monthly installment, shares 
. n an avings 

pated 40-cent level. In an attempt to the United States totaled 41,395 long Teetitute, a building sad lean sceeclation 


correct this situation the pool with- tons, compared with 40,505 long tons ee ale bor biacaibde Waneneee ae 


drew 5,000 tons of stocks from the in September, an increase of 2.2% 
3 E) -470. 
. . . TMENT PROFIT INSURANCE 
market on October 1, and total with- October imports this year were 5.3% ae pain logical form of investment profit 


holdings were raised to 12,250 tons on less than in October, 1930 but this has insurance is represented by the personal and 
continuous counsel rendered by the Invest- 


November 1. In addition the Malayan _ been insufficient to offset the decline in ment Management Service. Write for full 
Government withdrew 3,500 tons of consumption. In October American ee ae eee | nee 

tin from the market, so that total stocks consumption of crude rubber declined | | “‘A CHAIN OF SERVICE” 

unavailable for sale at present prices 5.8% below September, although the por see pa gp cg oh gg Go 
amount to 15,750 tons. seasonal drop has averaged 3%. The Blectric System. A complimentary copy 
‘ Despite the fact that there has been drop in consumption from 1930 levels, oe ee 
ittle success so far, price control in the moreover, has been unusually severe. | | erectaic BOND AND SHARE COMPANY 


case of tin should be easier than in any Changing automobile models, now Do you desire information or reports on 

companies identified with the Blectric Bond 
and Share Company? full information on 
any of them will be gladly furnished upon 
request. (898). 


“SERVING 9,000 COMMUNITIES” 
M A R K E I S i A i I NS) i I ‘ S A 26-page illustrated booklet, issued by 
Henry L. Doherty & Co., describes the wide- 
spread activities of Cities Service Company, 
N. ¥. Times the stable character of the business, con- 
5 x, sistent growth of earnings and ability to 
N. Y. Times —Dow, Jones Avgs. 7—50 Stocks——, i “4 
40 Bonds ong 20 Rails High Low Sales =— — from economic depres 
Monday, December 7 A 90.11 89.95 83.46 80.81 1,458,435 
sae, December 8 86,50 87.94 82.44 12.77 1,597,238 arg gw rapes geld ee 
ednesday, ; . . K. Johnson ©., Members New York 
Thursd ne December 9....... 84.14 36.59 78.08 74.91 2,26.',073 Stock Exchange, issue a daily market letter, 
ay, December 10 i 82.46 35.81 76.26 713.31 2,664,273 a complimentary copy of which wil be for- 
79.63 35.09 75.45 12.67 2,421,487 warded upon request without obligation. 
78.98 84.85 73,39 71.41 1,589,838 at 
17,22 33.87 75.37 70.46 2,874,656 32 DIVIDEND PAYING AND NON-DIVIDEND PAYING 
Tuesday, December 15 : 78.60 $3.77 73.51 70.15 2,629,402 COMMON STOCKS 


a December 16 . 76.49 82.70 73.81 70.66 1,955,640 — = “4 ge ena ed less, traded in 
ursda: on the New York Stoc change, the com- 
y, December 17 73.79 31.42 70.99 67.61 2,948,461 canieh- of «whith. pave. .peek | Meteeiean 


80.69 35.91 75.73 68,26 3,618,119 structures and balance sheets, are listed in 














80.75 36.72 77.60 74.90 1,626,661 pi Gruver & Co. current market letter. 











—_—o_ 


for DECEMBER 26, 1931 307 


























Bank, Insurance and 
Investment Trust Stocks 











eines 
—<$<_— 


“Tips” on Books 


Book Review Section of 


The Magazine of Wall Street 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid Asked 
Bank of N. Y. & Trust Co. (18).. 296 315 
Bankers (3) 68 60 
180 
1383 
38% 


19% 
29% 


Manufacturers (2) 
New York (5) 


United States Trust (70) 


INSURANCE COMPANIES 


Glens Falls (1.60) 
Globe & Rutgers (20) 
Great American (1.60) 


Home (2) 

National Fire (2) 

North River (2) 
Stuyvesant (1.50) 


for casings in the last half of Decem- 
ber and in the first quarter of 1932, 
but most of this output will be con- 
tingent upon the public’s reception of 
the new model cars. 

Negotiations between English and 
Dutch producing interests for control- 
ling crude rubber markets and prices 
may soon reach a successful conclusion, 
although certain objectionable features 
may have to be eliminated from pres- 
ent plans. Trouble has been experi- 
enced in obtaining agreement to an ex- 
port tax, the levy to be in the form of 
rubber, and all crude rubber taken far 
taxes to be destroyed. 

It should be roted, however, that re- 
striction in certain sections of the globe 
has now become involuntary. There 
are certain East Indian countries still 
on the gold standard which now cannot 
profitably ship rubber for a sterling 
price in competition with other coun- 
tries whose expenses are also in depre- 
ciated currency. In early December, 59 
large estates shut down in the Dutch 
East Indies and more are expected to 
follow shortly. Economic rather than 
artificial means of restriction may 
finally solve the whole problem. 


INSURANCE SHARES—Continued 
Bid Asked 


15% 
21 


13 
18% 
8 


14 
8 


INVESTMENT TRUST SHARES 
a Founders Trust com. 6% 








Important Dividend 
Announcements 


NOQTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books, 


Ane’) Amount Stock Pay- 
Rate Declared Record able 
$8.00 Air Reduction ...... $3.75 Q@ 12-31 1-15 

1.20 Canada Dry Ginger Ale, 
Ine. 30 


8,00 Canada Southern Ry.. 1.50 
5.00 Consol. Cigar Co..... 1,25 
1.00 Dome Mines, Ltd..... 25 
2.00 Howe Sound ......... -50 
1,00 Johns-Manville Corp... .25 
1,00 Kaufmann Dept. Stores .265 
1,00 a Philip & Co., 


25 
1.00 National Fuel Gas.... .25 
8.00 Northern Pacifico Ry.. .75 
2,00 Pacific Gas & Elec. Co. .50 
3.60 Stand Gas & Elec. Co. .87% 
2.00 U. 8. Pipe & Fdy.... .50 
4.00 Vulcan Detinning .... 1.00 


1-2 1-15 
12-28 2-1 
12-26 1-7 
12-31 1-20 
12-81 1-15 
12-26 1-16 

1-9 1-28 


1-2 «1-15 
12-81 1-15 
12-31 21 
12-81 1-15 
12-81 1-25 
12-31 1-20 

1-7 =1-20 
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SUCCESSFUL LIVING IN THIS 
MACHINE AGE 


By Epwarp A. FILENE 


In collaboration with 
Charles W. Wood 


Simon © Schuster 


HE “Good Old Days” are as irre- 
T trievably a part of the past as the 

cast-off shell of a chicken if we 
are to believe Edward A. Filene, presi- 
dent of William Filene’s Sons Com- 
pany and strong advocate of mass pro- 
duction as a means to a higher stand- 
ard of living and more complete en- 
joyment of life. They have served 
their purpose as a stage in progression, 
but we are through with them and 
must now adjust ourselves to a new 
era—the machine age. 

For many years labor has fought a 
losing battle with the machine, but now 
it is beginning to be understood that 
the machine may not be a menace after 
all but actually the means of bringing 
about a universally higher plane of liv 
ing. Mass production, which it makes 
possible, is “production for the masses.” 
It consists “in the consumer’s getting 
his money’s worth, and of seeing to it 
also that there are more and more con- 
sumers.” 

Mass production may function to the 
best advantage only if goods are pro 
duced in large quantities at low costs 
and if high wages are paid. This may 
sound paradoxical, but goods by and 
large may be produced more cheaply 
the larger the quantity manufactured. 
Large scale production is justified only 
by an equally great demand, and the 
demand appears only when the masses 
have the means to pay. If the price 
of one commodity is high, the consumer 
who buys it must of necessity buy 
fewer articles with the remainder of 
his dollar than if it were low. The 
lower the price and the higher his 
wage, the more he may buy and the 
more business, in turn, may thrive. In 
mass production, “the prosperity of 
each depends upon the prosperity of 
all.” 

It is difficult not to quote paragraphs 
at a time from Successful Living in 
This Machine Age. It is exceptionally 
well written, and the subject matter is 
particularly refreshing coming at 2 
time when the business world seems to 
be in dire need of clear thinking and a 
hopeful outlook.—M. S. D. 
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A Complete Financial Library 


in 11 Volumes 


every phase of modern security trading and investing. Written in a concise, 


| es standard books published by THE MaGAZINE OF WALL STREET cover 


easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Fourteen Methods of Operating 
in the Stock Market 


Presents in detail the actual methods used by some of the 
most successful forecasters of market conditions showing 
the factors that, in their opinion, cause a rise or decline in 
security values. 


(No. 2) You and Your Broker 


Discusses every. phase of the relationship between your 
broker and yourself, Describes what you should watch in 
entering an order, in checking statements and in attending 
to routine matters on your account. 


(No. 3) When to Sell to Assure Profits 


Goes into detai] concerning the fundamental factors that 
affect security values. Covers explicitly the important prin- 
ciple neglected by many investors (who too often are only 
good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 
Contains the ten Cardinal Trading Principles that you must 
employ if you are to make consistent profits in your market 
operations. Provides you with a complete knowledge of 
stock market technique. 


(No.5) The Proper Time to Buy Low-Priced 

Securities for Big Profits 
Especially adaptable to current market conditions. Tells 
how to detect buying points in short swings and in individual 
stocks, when and what to buy for quick profits, buying 
securities for speculation, etc. 


(No.6) How to Invest for Income and Profit 


Gives a clear explanation of the fundamental principles essen- 
tial to profitable investing under the new market conditions. 
Written during the depression, it outlines the new policies 
and procedure necessary for profitable investing in these 
times. 


(No. 1) 





Individual Price of 
Each Book .... $2.25 


When Sets of 2 or 
More Books Are 
Ordered. Each. . $1.50 











THE MAGAZINE OF WALL STREET, 
42 Broadway, New York, N. Y. 


LEASE send me your Complete Library of 11 Standard 
Books on Security Trading and Investing. 
(1 $15 Enclosed. (JC. O. D. $15. 


December 26, 


How to Secure Continuous Security 
Profits in Modern Markets 


Will ve especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of The Magazine of Wall Street base their judg- 
ment in the selection of securities. 


(No. 8) Financial Independence at Fifty 


Outlines successful plans for investment and semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) 


(No. 7) 


Necessary Business Economics for 
Successful Investment 


Sets forth the significance of supply and demand, the effect 
of good and bad crops, the ebb and flow of credit and similar 
factors which should help you to recognize and take advan- 
tage of the trend. 


(No. 10) 


Cardinal Investment Principles upon 
which Profits Depend 


Tells how to put your financial house in order—how to 
make your plan and carry it out after it is made. Bridges 
many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 11) 


The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions, Gives repro- 
ductions of all the ordinary documents used in buying and 
selling stocks and bonds. 


fusely illustrated with charts, graphs and tables, replete 
with practical examples and _ suggestions. They 
richly bound in dark blue flexible fabrikoid, fottered in 
gold, and will make a handsome addition to any library. 


are all 


| The entire 11 books are uniform in size and style, pro- | 





Special Offer 


Complete Library of 
Entire 11 Books. $1 5 











1931 All orders outside of the Continental U. S. A. 


must be accompanied by full remittance. 
LEASE send me books as listed above: Nos, 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting 
$2.25 if only one is ordered, or $1.50 each if sets of two or 
more books are ordered.) 
O 


Enclosed. (C. O. D. $ 


_) Please mail me, without obligation, your descriptive book circular. 





























Wonder 
What an Investor Does 


When He’s Not Investing? 


For the Business of Investing 


takes THOUGHT THE ‘men. who hes enough 


money to be an Investor can’t 


—but not much TIME take twenty-four hours « day 


On the contrary, the actual business of investing is among 
the least time-consuming of the multifarious responsibilities 
of this Multiple Personality. 


He has, for instance, a business to be run: employees to 
be directed, decisions to be made, manufacturing prob- 
lems to be settled, sales programs to be launched, buying 
decisions to be made—on typewriters and adding ma- 
chines, conveyors and lift-trucks, boilers and blowers and 
motor trucks. 


In all likelihood, moreover, he serves in several. of the 
following capacities: member of the Board of Directors 
in from one to twenty other business enterprises; member 
of the Board of Governors in from one to ten clubs; 
trustee or board member for university, hospital, museum, 
welfare foundation or some other form of orthy Under- 


taking. He is, among all men, the Committeeman at 
Large for public enterprise. 


To reach him in the manner in which 
he has become accustomed you must ap- 
proach him through the right medium 


snares, ~THE MAGAZINE 
sacs OF WALL STREET 


Not Investing?” A. B.C. 


For your copy address 


the Advertising Depart = Ah gg favorite magazine: 


ment, The Magazine of 
Wall Street, 42 Broad- ‘ : 
way, New York, N. Y. (he reads it himself) 











